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1. INTRODUCTORY 


1.1. The Study Team on resources and finances of Panchayati Raj 
institutions was set up by a resolution of the Government of India, Ministry 
of Community Development, Panchayati Raj and Cooperation No,. 4/78/61- 
Panch. dated the 29th July, 1962, which is reproduced below :—- 

“One of the fundamental requirements of Panchayati Raj is that adequate resources 
should be available to the Panchayati Raj institutions through transfer or otherwise, 
to enable them to discharge their responsibilities. The resources can be broadly 
classified as follows : resources transferred in the form of grants and loans by Central 
and State Governments, by higher tiers of Panchayati Raj to the lower tiers, the proceeds 
of taxes, duties, cesses, etc., which the institutions can levy under their own powers, 
income from remunerative assets developed by the institutions and gifts and donations 
from public spirited citizens and voluntary contributions by the people. The fifth 
and sixth meetings of the Central Council of Local Self-Government and the Conference 
of State Ministers of Panchayati Raj held in Hyderabad in 1961 discussed the ways 
and means of strengthening the resources of Panchayati Raj Institutions and made 
specific recommendations regarding the transfer of land revenue by the State Govern¬ 
ment to these institutions, the taxes to be levied by these institutions and the various 
remunerative assets that could be developed by the Panchayats. 

The Third Five Year Plan has determined the availability of resources to the Centre 
and the State Governments as also their allocation under different programmes; 
and these allocations, priorities and the physical targets in the Plan must be adhered 
to. Yet a substantial number of development programmes have to be implemented 
through Panchayati Raj institutions and these institutions are required to raise 
resources of their own to supplement the allocations made in the Plan in order to 
achieve the prescribed physical targets. Such of the Panchayati Raj institutions 
as desire to take up bigger programmes on their own initiative will have to raise the 
additional resources required themselves. In this context, therefore, it becomes 
important to define the resources to be made available by State Governments to Pancha¬ 
yati Raj institutions, the conditions under which the resources should be available 
and the resources which Panchayati Raj institutions themselves could raise. Augmen¬ 
tation of their resources by Panchayati Raj institutions would also require that the 
machinery for the collection of taxes as well as the authority responsible for launching 
coercive processes should be rationalised. Another pertinent question to consider is 
the proper apportionment of the resources among different tiers of Panchayati Raj. 

2. These and other connected problems have been engaging the attention of the 
Government of India for some time. The Government of India have accordingly 
decided to set up a Study Team to study these problems comprehensively and 
make recommendations. The composition of the Study Team will be as follows:—■ 

Chairman—Shri K. Santhanam, Member, Rajya Sabha. 

Members—(1) Shri Shree Narayan Das, Member, Lok Sabha. 

(2) Shri M. Y. Ghorpade, M.L.A., Mysore. 

(3) Prof. M. V. Mathur, University of Rajasthan, Jaipur. 

(4) Shri C. Narasimham, Addl. Development Commissioner, 
Andhra Pradesh. 

3. The Study Team will examine, within the broad frame-work and provisions of 
the Third Plan, the resources and finances of Panchayati Raj institutions in 
different States and make recommendations on the following subjects 

(а) With due regard to functions transferred, sources of revenue (including land 
revenue) which should be handed over in full or in part to Panchayati Raj 
institutions and arrangements for earmarking of certain resources for main¬ 
tenance of services and institutions under Panchayati Raj bodies ; 

(б) Grants by State Governments arid the conditions to be attached to such 
grants ; 

(c) Mutual financial relations between the Panchayati Raj institutions ; 
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(d) Steps to develop the existing resources and to build up revenue yielding 
assets or Panchayati Raj institutions ; and 

(e) Steps to attract gifts and donations and mobilise voluntary contributions 
by the people. 

4. The study Team should submit its report by the 31st July, 1963. 

5. The Headquarters of the Study Team shall be New Delhi. The Team may 

undertake tours as and when necessary and may also meet such persons who 
may have expert knowledge on the subject.” 

1.2. Subsequent to the issue of this resolution, it was stated on a point 
of clarification that the word ‘States’ in its third paragraph was used in a 
broad sense and was intended to include Union Territories also. 

1.3. We held our first meeting on the 1st September, 1962, when we 
framed our rules of procedure and discussed our plan of work. We decided 
to call from State Governments, Administration of Union Territories and 
some selected Panchayati Raj institutions certain material relevant to our 
work. We suggested to each State Government and Union Territory 
Administration to choose two Zila Parishads, one having the largest resources 
and other with smallest resources and in the jurisdiction of each of the 
two selected Zila Parishads, two Panchayat Samitis on a similar basis. 
Likewise, two Panchayats in the jurisdiction of each of the selected Panchayat 
Samitis were to be chosen for the Team’s visit. The letters addressed to 
State Governments and Administrations of Union Territories and through 
them to selected Panchayati Raj bodies are reproduced in Annexure I. 

1.4. We thought it would be useful to invite from those Members of 
Parliament, who were interested in the activities of the Ministry of Commun¬ 
ity Development and Cooperation in their capacity as members of Informal 
Consultative Committee, their views on issues relevant to our terms of 
reference. We accordingly addressed them on the 4th September, 1962 
in our letter reproduced in Annexure II. 

1.5. From the beginning of October, 1962 to the end of June, 1963, 
we visited the States of Andhra Pradesh, Rajasthan, Mysore, Madras, 
Punjab, Uttar Pradesh, Maharashtra, West Bengal, Orissa, Kerala, Bihar 
and Madhya Pradesh and met there the Chief Ministers, Ministers and 
officers of the Governments and Presidents, members and staff of the selected 
Panchayati Raj institutions. We visited also a Block Samiti and a Panchayat 
in the Union Territory of Delhi. A list of these institutions is given in 
Annexure III. In the States, we met also representatives of certain public 
bodies and individuals interested in the development of Panchayati Raj. 
For instance at Madras, we had a meeting with the representatives of the 
Madras State Union of Panchayats and at Bangalore, those of the Mysore 
Pradesh Panchayati Raj Parishad. The Chairman and members of the 
committee appointed by the Government of Mysore to review the working 
of the State Act on Panchayati Raj met us at Bangalore. At Patna, the 
Secretary of the Bihar Raj Panchayat Parishad and its other members met 
us. Members of the Joint Select Committee of the Andhra Pradesh Legisla¬ 
ture, on the State Village Panchayat Bill invited us for a meeting when 
we were at Hyderabad. All these visits and meetings afforded us valuable 
opportunities to acquire first-hand knowledge of the working of Panchayati 
Raj and to seek clarification on matters of detail concerning our terms of 
reference. We are grateful to all the authorities and persons concerned for 
cordial cooperation we received. 



1.6. It is a matter of great regret that we were not able to visit Gujarat, 
Assam, Jammu & Kashmir and any of the Union Territories except Delhi. 
We would have liked to do so, but, we thought that we would not be 
justified in asking for an extension of the time allotted for the completion 
of our work. From a study of the material made available to us by these 
States and Territories, we felt that they had no specific problems which 
were not common to the States we visited. 

1.7. We have divided our report into two parts, one being the main 
report which contains our recommendations and suggestions and the other 
giving a brief account of the set up of Panchayati Raj in each State and 
Union Territory. Section 2 of the main report states our approach to the 
problems and section 3 deals with the structure and functions of Panchayati 
Raj institutions. The next four Sections relate to resources and expenditure 
of each tier of these bodies. Section 8 is about loans and Section 9, about 
their budgets and accounts and the arrangements for audit. In Section 10, 
we mention certain general matters and in Section 11, our conclusions. We 
then give a summary of our recommendations and suggestions. Each State 
report consists of a brief account of the structure and functions of Panchayati 
Raj bodies, their budgets and accounts, State assistance to them and their 
local resources. It also includes tables showing financial position of the 
bodies which were visited by us. 

1.8. We are deeply grateful to State Governments and Administrations 
of Union Territories for the material supplied in response to our enquiry, 
and also for the arrangements made during our tours in the States we visited. 
The Directors and other officers, who accompanied us, were very helpful. 
We are particularly thankful for the cooperation and hospitality extended by 
Presidents, Chairmen and members of the Panchayats, Samitis and Zila 
Parishads whom we met. We are grateful to the Central Minister for 
Community Development and Cooperation, Shri S. K. Dey and his Deputy 
Minister, Shri B. S. Murthy, who took continuous interest in the work of 
the Team. Our thanks are due also to the Secretary, Additional Secretary 
and other officers of the Ministry for their willing help and assistance. 
Finally, we thank our Secretary, Shri R. Saran, who had to shoulder the 
main burden of the work of the Team, Shri R. Raghunathan, Research 
Officer for his able assistance, Shri Budhish. Chandra, P.A. to Chairman, 
and our assistant and two typists. 



2. GENERAL APPROACH 

2.1. It is desirable to indicate at the very out-set the general approach of 
the Team to the problems of Panchayati Raj. This will lead to a clearer 
understanding of our recommendations. 

2.2. We have assumed that the decentralisation of Governmental authority 
to Panchayati Raj institutions is to be a permanent feature of the Indian 
Republic and that the development of these institutions in recent years is in 
pursuance of the directive principle of the Constitution which reads as 
follows : 

“40. The State shall take steps to organise village panchayats and endow them with 
such powers and authority as may be necessary to enable them to function as units 
of self government.” 

2.3. Though the directive principle refers only to village panchayats, we 
think the Central and State Governments in India have rightly interpreted 
them to include the other tiers of Panchayati Raj. 

2.4. The Team has not enquired into the merits of various types of 
Panchayati Raj adopted by the State Governments. The distribution of 
powers and functions among Panchayati Raj institutions varies widely. 
We have assumed that the State Governments know best what institutions 
are most suitable for their people. Our study has been confined to the 
adequacy of financial resources that have been made available to them in 
relation to the powers and functions transferred. 

2.5. Every one of these institutions is intended to serve a threefold 
purpose. First, each of them, being mainly an elected body, has to be self- 
governing and autonomous to some extent. No representative body will be 
content to be a mere subordinate agency. Secondly, as planned development 
on a national basis is the essential characteristic of Indian economy, 
Panchayati Raj institutions should play an effective part in the evolution 
of future Five Year Plans. Proper procedures have to be evolved to ensure 
that there voice is heard in determining the plans needed for the areas 
under their jurisdiction. Thirdly, at the time of implementation, they should 
have sufficient scope for initiative and re-adjustment in accordance with the 
desires of the people and the changing needs of the locality, while generally 
conforming to the main national pattern that has been accepted. 

2.6. Financial resources have to be adequate for the functions allotted 
to each Panchayati Raj institution. Nowhere in the world can local bodies 
function without substantial assistance from Governments. At the same 
time, it will detract from the dignity and autonomy of a self-governing 
institution if it is to be entirely dependent on assistance from above. It is 
essential for stability and growth of these institutions that they should have 
substantial and growing resources which are entirely within their power to 
exploit and to develop. 

2.7. We deem it essential that every Panchayati Raj institution should 
have control over its staff whether such staff is appointed by itself or 
placed at its disposal by the State Government. This control does not mean 
that proper methods of recruitment should not be laid down by statute or 
rules or that the employees should not have adequate security of tenure or 
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reasonable conditions of service. For this purpose, particular categories of 
staff employed by Panchayati Raj institutions may belong to specific cadres 
either on a district or a State basis. Broadly speaking, the authority of 
these bodies over their staff should be anologous to that of the State 
Government over its own servants or others who have been placed at its 
disposal by the Central Government. 

2.8. In what manner and to what extent Panchayats should be supervised 
and their work co-ordinated by Panchayat Samitis and Zila Parishads and 
in their turn, how Panchayat Samitis should be supervised or co-ordinated 
by Zila Parishads is a difficult issue on which opinions may differ. We have 
adopted an objective attitude on this issue and confined our inquiry to the 
impact of various types of relations on efficient functioning, financial 
management and budgeting. 

2.9. While we have taken for granted that Panchayati Raj is to be 
permanent, its scope, content and financial resources are bound to change 
as a result of actual experience. It is not our desire to recommend any 
single rigid pattern for any tier. At the same time, there are certain basic 
common functions for each of these tiers and certain types of resources which 
are particularly fit to be managed and developed by it. We have tried to 
discover the greatest common measures of all their functions, powers and 
resources. 


L5CD&C/63—2 



3. STRUCTURE AND FUNCTIONS 


3.1. It is not necessary for our purpose to go into the past history of 
panchayats and other local bodies. It is well-known that there were village 
assemblies and Panchayats in ancient India. These institutions generally 
broke up under British rule. But, after Lord Ripon, there was an attempt 
to establish local bodies. They were mostly municipalities, district boards 
and taluk boards, either purely nominated or containing some members 
elected by narrow electorates. Under the Montagu-Chelmsford Reforms, 
local self-government was made a transferred subject and the Ministers 
concerned attempted to broaden the foundations of these local bodies. 
In some States, Village Panchayats were sought to be established on a 
wide scale. But, all these efforts were half-hearted and the establishment 
of Village Panchayats and reconstruction of other local bodies on a truly 
democratic basis figured prominently on the platform of the Indian 
National Congress. This found expression in the directive principles of the 
Constitution. Though some action was taken in the States in pursuance 
of constitutional provision, the inauguration of the community development 
programme focussed the attention of the people more on the provision of 
basic amenities. A great deal of construction and development work was 
done under the national extension service schemes. The Planning and 
Development Committee set up in each block was merely advisory. With 
the presentation in 1958 of the report of the Team for the Study of the 
Community Projects and National Extension Service under the chairmanship 
of Shri Balwantray G. Mehta, the issue of Panchayati Raj assumed great 
importance and urgency. The following observations in that Report relating 
to democratic decentralisation are particularly relevant to our work : 

“So long as we do not discover or create a representative and democratic institution 
which will supply the local interest, supervision and care necessary to ensure that 
expenditure of money upon local objects conforms with the needs and wishes of the 
locality, invest it with adequate power and assign to it appropriate finances, we will 
never be able to evoke local interest and excite local initiative in the field of develop¬ 
ment.” 

3.2. On the 12th January, 1959, the National Development Council 
endorsed the recommendations of the Balwantray Mehta Committee relating 
to Panchayati Raj. The Central Council of Local Self Government took 
stock of the action taken by the States a year later and recommended that— 

“While the broad pattern and the fundamentals may be uniform, there should not be 
any rigidity in the pattern. In fact, the country is so large and the Panchayati Raj 
so complex a subject with far reaching consequences, that there is fullest scope for 
laying out various patterns and alternatives. What is most important is the genuine 
transfer of power to the people. If this is ensured, form and pattern may necessarily 
vary according to conditions prevailing in different States.” 

3.3. All States have accordingly undertaken to establish Panchayati Raj. 
Necessary legislation has been passed and implemented in the States of 
Andhra Pradesh, Assam, Madras, Maharashtra, Mysore, Orissa, Punjab, 
Rajasthan and Uttar Pradesh. Legislation for this purpose has been passed 
in the States of Bihar, Gujarat and Madhya Pradesh and is in various stages 
of implementation. In West Bengal, the West Bengal Panchayat Act, 1956, 
is in force and legislation for the setting up of bodies at the block and 
district levels is under consideration. In Kerala, a new and comprehensive 
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Panchayat Act was passed in 1960, and is in the process of implementation. 
Legislation for the upper tiers is also under contemplation. 

3.4. , A review of the present position of Panchayati Raj in the States 
shows a similarity in the basic institutional structure. In many States, there 
is the Gram Sabha, consisting of all adult residents. It is expected to discuss 
the annual budget of Panchayat, administration report and the development 
works to be undertaken in its area. But, in all States, Panchayat is the 
basic unit of local government. The States of Kerala, Madras and Mysore 
have-not made any provision for the creation of Gram Sabha. 

3.5. Gram or Village Panchayat is a body of elected representatives. The 
number of members varies from 5 to 31 and is 15 on an average. A Village 
Panchayat area is generally divided into wards, each ward returning its 
representative on the Panchayat. In Assam and Punjab, the entire village 
electorate elects all its members together. Reservation for women and for 
scheduled castes and scheduled tribes is provided in most States. The 
members of Panchayats are elected by secret ballot in most States, while 
election by show of hands obtains in Assam, Jammu & Kashmir, parts of 
Madhya Pradesh, Uttar Pradesh and Himachal Pradesh. The Sarpanch 
{President) and Up-Sarpanch (Vice-President) are generally chosen by 
Punches (Members) from among themselves. Direct election of Sarpanch 
Is prescribed in Assam, Bihar, parts of Madhya Pradesh, Punjab, Rajasthan, 
Uttar Pradesh and Himachal Pradesh. The term of office is five years in 
Kerala, Madras and Uttar Pradesh, four years in Gujarat, Jammu & Kashmir, 
Maharashtra, Mysore, Orissa and West Bengal and three years in the other 
States. 

3.6. The next tier in Panchayati Raj is Panchayat Samiti. It is called 
Anchalik Panchayat in Assam, Panchayat Union Council in Madras, Taluk 
Development Board in Mysore, Kshetra Samiti in Uttar Pradesh and 
Anchalik Parishad in West Bengal. Panchayat Samiti is normally co¬ 
terminus with a community development block:. In Mysore, it comprises the 
Taluk and in Maharashtra, some Samitis consist of two or three blocks. In 
West Bengal, there is an intermediary stage called ‘Anchal Panchayat’ 
between Panchayat and Anchalik Parishad to be established. Anchal 
Panchayat corresponds to the former Union Board and has been allowed 
to continue in view of historical association. It is Anchal and not Village 
Panchayat that has taxation powers. Anchal Panchayat takes care of the 
safety and protection of the area through Dafadars and Chowkidars, while 
the developmental and civic activities are assigned to Gram Panchayat. 

3.7. Panchayat Samitis in most cases are indirectly elected bodies, 
Sarpanchs of the constituent panchayats being the members. In Mysore) 
members are directly elected and in the new Act of Madhya Pradesh) 
electoral colleges of Panches are provided to elect members of Janpada 
Sabhas. There is provision for cooption or reservation for women, scheduled 
castes and scheduled tribes and for special interests like cooperative societies 
and banks. The M.L.As. and M.Ps. representing the constituencies, of 
which the Panchayat Samitis form part, are ex-officio members generally 
without voting rights. The term of Panchayat Samiti is concurrent with 
that of Panchayats. Its President and Vice-President are selected from 
among the elected members. There are, however, slight variations in Assam 
Madras, Maharashtra and Punjab. In Assam, the election of Anchalik 
Panchayat is direct, but, the organic link with Panchayats is estab lishe d 
by making the elected members ex-officio members of Panchayats. In 
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Madras and Punjab, every Panchayat has to elect from among its members 
its representatives on Panchayat Samiti. Orissa provides for one of the 
Punches to be elected to serve on Panchayat Samiti in addition to the 
Sarpanch. In Maharashtra, the councillors of Zila Parishad directly elected 
from the divisions in a block area become ex-officio members of Panchayat 
Samiti, 

3.8. The highest tier is Zila Parishad, the jurisdiction of which generally 
extends over a district. In Assam, however, this generally corresponds to a 
sub-division while, in Madras, the 13 districts have been demarcated into 
21 development districts for this purpose. As in the case of Panchayat 
Samiti, members of Zila Parishad are, in most cases, indirectly elected with 
the Presidents of Panchayat Samitis and local M.L.As. and M.Ps. as 
members. Provision is generally made for cooption of women, scheduled 
castes, scheduled tribes and special interests like cooperative banks and 
societies and persons interested in rural development. M.L.As. and M.Ps. 
have no voting rights in Orissa and Punjab. In Gujarat, Punjab and Uttar 
Pradesh, additional members of Panchayat Samiti are elected to serve on 
Zila Parishad. The only exception is Maharashtra where a pre-determined 
number of councillors are directly elected from the electoral divisions in 
the district, but, the organic link is established with Panchayat Samiti by 
making the councillors, members of the corresponding Panchayat Samitis. 
The term of office of Zila Parishad and that of Panchayat Samitis are the 
same. 

3.9. The functions of Panchayat can be classified under the following 
three categories : 

(i) civic amenities; 

(ii) social welfare activities; and 

(iii) development work. 

Sanitation, conservancy, public health, street lighting, safe drinking water 
supply, and maintenance of village roads, culverts, schools, etc., come under 
civic amenities which are generally obligatory, while other activities, which 
are optional, include setting up and maintenance of library, reading-room, 
community hall, play-ground and recreation, maternity and child welfare 
centres, cart and bus stands and burial ground, etc. In regard to develop¬ 
ment works, Panchayats function generally as agents of Samitis or Zila 
Parishads. In the Union Territory of Delhi, the ordinary civic functions of 
Panchayats, together with taxes and grants, have been entrusted to the 
Delhi Municipal Corporation. As a result, Panchayats are a mere agency 
for executing local development works and raising public contributions for 
them. 

3.10. Panchayat Samiti is intended to take over the development functions 
which have been performed for the last ten years by the community develop¬ 
ment block. Besides, it has also to perform civic functions such as the 
administration of primary education, health and sanitation including rural 
dispensaries, and maintenance of village roads and minor irrigation sources. 
In many States, Panchayat Samitis have been entrusted with the supervision 
and control of Panchayats including the scrutiny and passing of their 
budgets. Madras is a notable exception as it does not provide for super¬ 
visory control of either by a higher body. Though it may be the responsibility 
of Panchayat Samiti, the execution of works like construction of school 
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buildings, roads, etc., is generally entrusted to Panchayats, the latter making 
some contribution towards the cost. 

3.11. It is in the constitution and functions of Zila Parishads that the 
greatest differences are to be found in the States. In some States like 
Madras, Rajasthan and Punjab, it is a purely advisory and coordinating body 
which periodically meets and discusses the various problems that arise in 
connection with Panchayati Raj and the development schemes of the District. 
Maharashtra stands at the other end as Zila Parishad there is the most 
important self-governing body with large executive functions including 
primary and secondary education, district roads, hospitals and dispensaries, 
health and sanitation, etc. Panchayat Samiti there is mainly the implement¬ 
ing agency of Zila Parishad. The Chief Executive Officer of Zila Parishad 
is of the rank of District Collector and Zila Parishad has powers of supervi¬ 
sion over Panchayat Samitis and Panchayats. Between these two extremes 
are to be found Andhra Pradesh and some other States where Zila Parishad 
has some executive functions like the administration of public secondary 
schools and distribution of grants received from the State for social welfare, 
etc. 

3.12. As a result of our visits and discussions with the officers and the 
representatives of Panchayati Raj institutions, we found that Panchayats had 
in many places made genuine efforts to discharge their functions. There 
were, of course, instances where they were not discharging even the minimum 
obligatory functions, largely due to paucity of funds. Even the basic civic 
amenities like safe drinking water supply, sanitation and conservancy, were 
not being provided to the community. Panchayats had shown greater 
initiative and enthusiasm in constructing school buildings, community halls, 
Panchayat ghars and village approach roads, through local contributions and 
Government matching grants, but had been unable to main t ain them in 
good repair. 

3.13. Panchayat Samitis also are unable to exercise any ini tiative in 
instituting special programmes or development projects of their choice, 
because they do not have independent sources of revenue. Most of the 
grants they receive are tied to specific projects and they act merely as agents 
for implementation. The schematic pattern of community development 
programme is not sufficiently elastic to provide- much scope for their 
initiative. 

3.14. Zila Parishads, where they are advisory bodies, do not experience 
any particular difficulty, but, they feel that the scope and procedure for 
their consultation are not satisfactory and their advice is not being given 
sufficient consideration by State Government. Where they have executive 
functions, the scarcity of resources has the same limi ting effect on their 
activities as in the case of Samitis. 

3.15. The Acts in many States provide for control, supervision and assist¬ 
ance of the lower tiers of Panchayati Raj institutions by higher tiers. Except 
in Madhya Pradesh, Madras and Punjab, Panchayat Samitis have powers of 
scrutiny and approval of the budgets of Panchayats. In all States except 
Madras, Zila Parishad scrutinizes and passes the budgets of Panchayat 
Samitis. One of the functions of Zila Parishads is the coordination of the 
activities of Panchayat Samitis. As Panchayati Raj has been functioning 
only for a short time, it is too early to comment on this aspect. 



4. RESOURCES OF PANCHAYATS 


4.1. Statutory panchayats had been established in 94 per cent of Indian 
villages by the 31st March, 1962. In terms of rural population, they 
covered 352 millions. The major exception was West Bengal where only 
38 per cent of villages had been covered. It is expected that before long 
Panchayats will be established in remaining villages of that State. 

4.2. These Panchayats vary widely in population and area. The average 
population of a Panchayat in Kerala is, 15,493. Next to Kerala, the largest 
Panchayats are to be found in Orissa where the average population is 6,746. 
In Bihar, Jammu & Kashmir, Assam and West Bengal, it ranges between 
3,000 and 4,000; in Mysore, Rajasthan and Himachal Pradesh, between 
2,000 and 3,000; in Andhra Pradesh and Madras, between 1,500 and 2,000; 
and in Gujarat, Maharashtra, Madhya Pradesh, Punjab and Delhi, between 
1,000 and 1,500. In Uttar Pradesh, it is less than 1,000. There are varia¬ 
tions also amongst Panchayats in each State. In Madras and Mysore, 
Panchayats with a population of 5,000 and with an annual income of over 
Rs. 10,000 have been classified as Town Panchayats and, in Andhra Pradesh, 
as notified Panchayats. In Gujarat, village Panchayats with a population 
of over 10,000 and not exceeding 30,000 are known as Nagar Panchayats. 
Such classification is useful as these Panchayats are in the nature of semi¬ 
municipalities and can afford adequate administrative staff. 

4.3. The functions of Panchayats in different States have a similarity, 
though their enumeration and classification varies considerably. In some 
States, they are divided into two categories, viz., obligatory and discretionary. 
For instance, in Madras they have been divided into eight obligatory and ten 
discretionary heads and, in Andhra Pradesh, twelve obligatory and twenty- 
seven discretionary. In Punjab, 27 functions have been made obligatory 
and the State Government has power to direct that seven discretionary 
functions also should be treated as obligatory. In Maharashtra, Kerala, 
Mysore and some other States, a large number of functions under each 
head, like agriculture, animal husbandry, education, health, etc., have been 
listed. It has generally been enjoined that, subject to their financial 
limitations, Panchayats should make "provision for safe drinking water supply, 
sanitation and conservancy, maintenance of village roads, school buildings, 
street lighting and some other amenities like the radio, community hall and 
children’s park. We cannot help wishing that when the Acts were passed 
by the legislatures, an attempt had been made to estimate the minimum cost 
of fulfilling the obligatory functions and to provide resources for the purpose. 
The actual resources often vary inversely to the number and extent of 
obligatory functions. 

4.4. The resources of Panchayats may be classified into : 

(a) proceeds from taxes levied by them; 

(b) fees and charges imposed; 

(c) income from property, investments and remunerative under¬ 
takings; 

(d) assistance received from State Governments; and 

(e) public contributions. 


10 
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4.5. All Panchayat Acts provide for the levy of taxes by Panchayats. 
A list of these taxes is given in Annexure IV. In certain Acts, some taxes 
are made obligatory and others are optional. In Assam, Gujarat, Jammu & 
Kashmir, Rajasthan and Uttar Pradesh, all taxes are optional. House tax 
is compulsory in the States of Andhra Pradesh, Kerala, Maharashtra, 
Madhya Pradesh, Madras, Mysore and Punjab. In these States, except 
Maharashtra and Punjab, profession tax is also compulsory. Vehicle tax 
is compulsory in the States of Kerala and Madras. 

4.6. Taxation is undoubtedly an unpleasant task. In many Panchayats 
we visited, the argument was advanced that as the Central and State 
Governments were levying a number of taxes, Panchayats should not be 
compelled to tax the people and that they should function with resources 
derived from above or from optional taxes, fees and voluntary contributions. 
We do not agree with this view. We hold that levy of at least a few com* 
pulsory taxes is essential not only to assure every Panchayat a small income 
from its own resources but also to emphasise the fact that it is a self- 
governing body. House-tax, profession tax and vehicle tax are eminently 
suitable for this purpose. 

4.7. At the same time, we do hot think that Panchayats should be tied to 
any rigid rates of these taxes. Minimum and maximum limits of rates 
should; be prescribed. While a Panchayat should be deemed to levy the 
tax at the minimum rate, it should be open to it to raise it up to the 
maximum. 

4.8. House tax is levied on the basis of capital value of a house, its annual 
rental value or such other basis as may be prescribed by the State Govern¬ 
ment. In Madras, house tax may be levied on the basis of capital value, 
annual rental value, classified plinth area or on a combination of any two or 
more of the above bases. For a levy on capital value, the prescribed 
mini m um rate per half year is 1/16 per cent of that value and the half 
yearly maximum rate, i per cent of it. On annual value, 1 per cent is the 
minimum rate for a half-year and 10 per cent, the maximum. The State 
Act prescribes minimum and maximum rates also for houses classified on 
plinth area basis, e.g., terraced, thatched, tiled, etc. In most of the rural 
areas, excepting die areas of Town Panchayats and similar large Panchayats, 
rental value can generally be only notional. It is, therefore, desirable to 
levy house tax on the basis of capital value. 

4.9. An important question, which arises with respect to house tax, is 
whether there should be any exemptions. In Madras and Andhra Pradesh, 
no exemptions are provided, but, in Madhya Pradesh, all houses of the 
value of less than one thousand rupees are to be exempted. Although it may 
be argued that poor people in rural areas, especially those living in thatched 
huts, should be exempted, we feel that no hut or house should be exempted. 
We do so as much on sociological grounds as for financial reasons. At a 
minimum rate of l/10th per cent a hut valued at Rs. 250 will have to pay 
a tax of 25 nP. and one at Rs. 500, 50 nP. We do not believe that it 
will be a hardship for even the poorest families to pay at this low rate. 
Payment of this tax will give them a feeling that they are directly contributing 
to the funds of the Panchayat and are, therefore, entitled to the services and 
amenities which it provides to all residents. The universalisation of house 
tax will force every Panchayat to keep an up-to-date list of all houses 
of various classes and the changes in this list will be a true indication of 
the rise in prosperity of the village. On the other hand, any kind of 
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exemption may result in a considerable shrinkage of proceeds of house tax, 
especially in the case of poorer villages where such income' will be parti¬ 
cularly valuable. In course of time, all huts should be converted into pucca 
houses if our planning is a reality. The importance of the house tax is 
indicated roughly by its incidence during 1961-62 in the area of the 
Panchayats visited by us in the following States— 

rcP. per capita 


Mysore. 73 

Andhra Pradesh .. 60 

Maharashtra .. .. 52 

Madras. 36 

Punjab .. .. .. 13 


4.10. Another important issue in connection with this tax is to ensure 
proper valuation of houses. In many Acts, the State Government has been 
empowered to make rules regarding the method of valuation. We under¬ 
stand that, in Andhra Pradesh, the Government is setting up an independent 
agency for this purpose. We consider that this is a desirable step and, 
wherever this is done, we are sure that income from house tax will be 
substantially increased. 

4.11. We, therefore, recommend that in all States there should be a 
compulsory house tax without exemptions. The annual maximum and 
minimum rates based on capital value of houses may be as follows :— 

(a) On a house of capital value not exceeding Minimum 25 nP. and maximum Re. 1 
Rs. 250. 

( b ) On a house of capital value ranging from Minimum 50 nP. and maximum Rs. 2 

Rs. 251 to Rs. 500. 

(c) On a house of capital ranging from Minimum Re. 1 and maximum Rs. 5 

Rs. 501 to Rs. 1,000. 

(4) On a house of capital value of over For every increase of Rs. 500 or part 
Rs. 1,000. thereof the increase in the minimum 

and maximum rate to be 50 nP. 
and Rs. 2-50 respectively. 

For Town Panchayats, the rates may be higher. 

4.12. In some States, profession tax is leviable by Panchayats on every 
company or firm which transacts business in a village for not less than 60 
days in aggregate in a year and on a person who exercises a profession, art 
or calling or transacts any business or holds any appointment, public or 
private, and resides in that village for not less than 60 days. It is leviable 
also on persons residing in a Panchayat area and are in receipt of pension. 
Generally, persons with income less than Rs. 300 per year are exempted. 
In the Andhra Pradesh Village Panchayats Bill, the following minimum and 
maximum rates have been provided : 


Class 

Yearly Income 

Minimum 
yearly tax 
Rs. 

Maximum 
yearly tax 

Rs. 

I. 

More than Rs. 30,000 .. 

200 

250 

II. 

More than Rs. 24,000 but not more than Rs. 30,000 

150 

200 

III. 

More than Rs. 18,000 but not more than Rs. 24,000 

100 

150 

IV. 

More than Rs. 12,000 but not more than Rs. 18,000 

50 

100 

V. 

More than Rs. 9,000 but not more than Rs. 12,000 

24 

50 

VI. 

More than Rs. 6,000 but not more than Rs. 9,000 

12 

24 

VII. 

More than Rs. 3,600 but not more than Rs. 6,000 

8 

12 

VIII. 

More than Rs. 2,400 but not more than Rs. 3,660 

4 

8 

IX. 

More than Rs. 1,200 but not more than Rs. 2,400 

2 

4 

X. 

More than Rs. 600 but not more than Rs. 1,200 

1 

2 
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We consider that these rates are reasonable. We find that, in many States, 
the prescribed maximum is much less than the maximum of Rs. 250 
provided under Article 276 of the Constitution. We do not see why 
Panchayats should be statutorily prevented from exercising their right to 
levy up to this limit. Tax at high rates will be leviable only on large 
incomes. In the table above, a minimum rate of Rs. 50 per year will be 
applicable to a person whose annual income is over Rs. 12,000. We do 
not consider that this will cause any hardship. We, therefore, recommend 
that in all States a profession tax should be levied on the categories of 
persons mentioned earlier in this paragraph at rates similar to those shown 
in the table above. 

4.13. The third tax, which we feel is fit to be made compulsory, is the 
vehicle tax. Generally, motor vehicles are exempted from this tax, as they 
are subject to special taxation laws. Moreover, except in a few cases, 
motor vehicles are not owned by residents of villages and wherever they 
are, they are generally registered in towns. Provisions relating to avoidance 
of double taxation will prevent Panchayats from levying this tax. Subject 
to this exception, all bullock carts, bicycles and other vehicles should be 
liable to vehicle tax. In respect of tax on bicycles, we found that there was 
a tendency on the part of Panchayats to reduce it to a minimum in order 
to attract for registration bicycles from neighbouring areas. We, therefore, 
consider that the actual rate of levy between a minimum and maximum 
should be fixed by Panchayat Samiti and made uniformly applicable 
throughout its area. Steps should also be taken to see that municipalities 
within the area levy the tax at the same rate. In Madras, the minimum and 
maximum rates of annual tax are Rs. 2 and Rs. 4 respectively. In Mysore, 
only the maximum is prescribed at Rs. 3, and, in Orissa, it is Rs. 2. In 
other States, it is left to State Governments to prescribe the rates. We 
consider the Madras rates reasonable. In relation to bullock carts, the 
question arises as to whether cart belonging to an agriculturist should be 
taxed. Most carts are owned by agriculturists who use it for purposes of 
both cultivation and marketing. In the Rajasthan Act, bullock carts used 
for purposes of cultivation are exempt. For owner of a bullock cart, it is 
important that village road is maintained in a proper condition. 

4.14. We, therefore, recommend that a vehicle tax should be levied on 
all vehicles including bicycles without exemption, but, the minimum rate 
of tax should be sufficiently low, say Rs. 2 per year. The annual rates we 


suggest are— 




Minimum 

Maximum 

Bicycles 

. Rs. 2 

Rs. 4 

Bullock Carts 

. Rs. 2 

Rs. 10 


In the case of bullock carts, the maximum rate of Rs. 10 has been suggested 
to enable Panchayats to get larger income from carts plied on hire. The 
rates of tax on other vehicles may be fixed suitably. 

4.15. In West Bengal, Bihar and Orissa, a property and circumstances tax, 
which is a combination of land cess and house tax, is imposed We suggest 
that it should be split up into its component elements, i.e., "the house-tax 
and land tax, for greater precision, certainty of imposition and ease of 
collection. 

L5CD&C/63—3 
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4.16. Besides these taxes, provision exists in certain Acts for levy of the 
following taxes at the option of Panchayats :— 

(a) Kolagaram or Katarusum tax is levied customarily in some 
districts of Andhra Pradesh on the village produce sold in 
village by weight, measurement or number. This tax is generally 
farmed out to contractors whose business it is to keep track 
of sales and collect the tax. It is a valuable source of income 
for many Panchayats in that State. Even a small levy on the 
produce of a village sold within its limits will yield a substantial 
income. We recommend that this may be added as an optional 
tax wherever it is not provided. Panchayats should be 
encouraged to levy it. 

(b) Octroi has been provided as one of the optional taxes in 
Mysore, Gujarat, Maharashtra and Rajasthan. In Mysore, it is 
confined to Town Panchayats. In the areas of big Panchayats, 
it is likely to prove a source of appreciable income, but, it is 
considered generally to be a regressive tax. While its immediate 
abolition in places where it is levied at present may not be 
practicable, we suggest that the State Governments concerned 
should consider if it is possible to replace it by other progres¬ 
sive taxes. 

(c) In Maharashtra, Gujarat, Jammu & Kashmir, Rajasthan and 
Bihar, pilgrim tax is leviable at the option of Panchayats. We 
found at Dehu in the Poona district of Maharashtra, which is 
the birth place of Sant Tukaram, the Panchayat was getting such 
a large income from this tax that it neglected all other tax 
sources. We consider that as pilgrim tax can be levied only at 
certain centres, which have religious or other importance, its 
levy should not be entrusted to Panchayats. Wherever it is 
desirable to impose it, it should be with Panchayat Samiti or 
Zila Parishad, a part of the proceeds being given to Panchayats 
concerned and the rest utilised for the common benefit of 
people of the area of Panchayat Samiti or the district. The 
expenditure that has to be incurred in this connection should 
also be shared suitably. 

(d) In the Panchayat Act of Jammu & Kashmir, power has been 
given for levy of a tax on animals. During our visit of Punjab, 
we were told that a tax on buffaloes and other milch cattle 
could yield substantial income for Panchayats. We suggest 
that it should be considered by the State Governments whether 
such a tax should be included amongst those within the powers 
of Panchayats. 

4.17. Fees and rates may be broadly classified into; (a) fees for services; 
(b) licence fees; and (c) fees in the nature of fines and penalties. 

(a) Many Acts provide for levy of fees for water supply, drainage, 
street lighting and conservancy. Ordinarily, they should be 
optional, because these are normal social services which a 
Panchayat is expected to render to its people. But, where water 
supply, electric lighting, or drainage is provided through loans, 
it is right that a fee should be charged from all the beneficiaries. 
Where a Panchayat consists of many villages or hamlets and a 
particular service is rendered only to a part of its area, those, 
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who do not benefit, should be exempted from the levy of the 
iee. Normally, the basis for fixing the rate of such a fee may 
be the amount needed for servicing the loan taken or the 
liability incurred in providing the service. 

(b) Licence fees are levied for registration of cattle sold, collection 
of hides and skins, tea stalls and restaurants, or goods exposed 
for sale in markets, for direction of new buildings, for use of 
common land and community property and for carrying on 
offensive or dangerous trade. Annexure V gives a list of fees 
provided in the State Acts. We suggest that the position in each 
State should be reviewed to make the powers of Panchayats 
in this behalf as comprehensive as possible. 

(c) Fines and penalties are leviable by Panchayats for (i) encroach¬ 
ments, (ii) failure to take licences, and (iii) unauthorised 
possession of or dealing in prohibited articles, etc. 

4.18. Some Acts provide that fines imposed by Nyaya Panchayats should 
go to village panchayats. This is generally coupled with the liability to 
meet the expenses of Nyaya Panchayats. We note that in the report of the 
Study Team on Nyaya Panchayats it has been suggested that “gram 
panchayats may, by law, be required to transfer a percentage of their funds 
to Nyaya Panchayats or alternatively the State Governments may make 
reasonable grants for the purpose of Nyaya Panchayats”. We support the 
latter suggestion. The quantum of work of Nyaya Panchayats is bound to 
be different in different places and if it is so heavy as to require the services 
of a full-time Secretary or is such as to put a burden on the staff of village 
panchayat, the work of both bodies will suffer by merging their incomes 
and expenses. The provision for this purpose may be made at Panchayat 
Samiti level where it will be easier for the Government to make grants on 
the basis of actual net cost of Nyaya Panchayats. 

4.19. The Panchayati Raj institutions are integral part of the State 
Government. It logically follows that all properties of the State Government 
at the village level, which can be managed by Panchayats, should vest in 
them, and they should have also the obligation of maintaining and improving 
them. We are glad to find that many Panchayat Acts vest in Panchayats 
the unoccupied lands belonging to State Governments. We give in 
Annexure VI the items transferred to Panchayats in various Acts. 

4.20. During our tours, we found that there was considerable reluctance on 
the part of revenue and forest authorities to transfer Government lands and 
unreserved forests to Panchayats where such transfer was discretionary. We 
were also surprised to find that considerable sophistory was being exercised 
not to transfer the usufruct of trees on the sides of National and State 
highways. In some States, even cattle pounds^ were being retained under 
the control of revenue authorities. We suggest that this attitude should 
be given up. Unless specifically exempted, the following properties situated 
in a Panchayat area and not belonging to a private party should be transferred 
to the Panchayat:— 

(a) all land; 

(b) all trees; 

(c) ponds and tanks and fishery rights therein; 

(d) unreserved forests; and 

(e) choultries, rest houses and other buldings. 
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4.21. Rules will have to be made and restrictions imposed to ensure that 
Panchayats do not alienate, misuse or neglect such properties. We were 
surprised to find that a Panchayat in Rajasthan was selling its abadi land and 
spending the proceeds on its current expenses. To sell land for the purpose 
of house building may be justified, but, the proceeds of such sale should 
go into a capital fund to be used only for expenditure which will create 
permanent assets for Panchayat. Alienation of any kind of village 
immovable property by a Panchayat should be subject to permission or 
approval of a prescribed authority. Similarly, while Panchayat should have 
the usufruct of trees in its area, its right to cut them should be subject to 
strict conditions. One of the features of our present fuel economy has 
been the indiscriminate cutting of trees growing in village common lands 
and unreserved forests. As a result, there is a scarcity of fuel. The absence 
of shade makes life unpleasant for men and animals in summer. Every 
possible inducement should be given to Panchayats to undertake tree planting 
on a large scale. We are convinced that if the rights relating to land and 
trees are transferred to Panchayats and the responsibility for looking after 
them rests entirely with these bodies, villages will grow green and, will in 
due course, become self-sufficient in fuel. It is a matter worth noting that in 
Punjab, as a result of consolidation of holdings. 1/1 Oth of the total extent 
of consolidated land accrues to Government and 5 acres of such land are 
to be given to Panchayat. 

4.22. In some States, in which villages have large areas of cultivable land 
which have not been assigned to individuals for cultivation, it may not be 
desirable to transfer all such land entirely to Panchayats and make it the 
agent for future assignment to land-Icss labourers or others. We suggest 
that, in such cases, a minimum of one cent of land per capita should be 
given to each Panchayat to be utilised as non-alienable community property, 
while the rest may be retained with the Government. At the other extreme, 
there are villages where practically the entire land has become the property 
of private persons and Panchayats have no land even for dumping of village 
refuse or digging of compost pits. We consider that compost making should 
become an obligatory duty of every Panchayat. We were told that one 
enterprising Panchayat in Mysore was getting a large income annually 
from the sale of compost. We suggest that, wherever necessary. State 
Governments should acquire land and hand over to each Panchayat not 
less than 5 acres to be used as community property for house sites, compost 
making, tree planting, nursery and for such other purposes. 

4.23. Wherever there are ponds and tanks which do not dry up in summer, 
pisciculture is likely to be valuable source of income for Panchayats. We 
note with satisfaction the Orissa Government’s far-sighted steps to organise 
pisciculture all over the State on a scientific basis. Wherever fishing rights 
belong customarily to local communities of fishermen, the management of 
the tank or pond should vest in Panchayat, subject to such customary rights. 
It is possible that some method of sharing the income from fisheries between 
Panchayats and such communities can be arrived at. Panchayats will 
maintain and repair such tanks and collect the charges from persons who 
have such rights. We consider that cattle pounds should normally be the 
property of Panchayats. In some States like Madhya Pradesh, they are an 
important source of income of Panchayats. They should be handed over 
to Panchayats even where it does not yield a net income as it is essentially 
a local function. With cattle pounds, Panchayats should be given the right 
to fix the minimum and maximum rates. 
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4.24. Fairs and markets constitute a good source of income of Panchayats. 
In many Acts, the State Governments are empowered to classify markets 
into Panchayat markets and Samiti markets. In some States, big annual 
cattle fairs have been handed over to Zila Parishads. A classification is 
necessary and justified as a fair or a market may not serve exclusively the 
area or population of a Panchayat. We presume that this classification will 
be made on the basis of the income from such fairs and markets and the 
population served by them. In the case of markets classified as Panchayat 
markets, the income may go to Panchayats. In the case of markets classi¬ 
fied as Samiti or Zila Parishad markets, we consider that a reasonable share 
of income should be given to Panchayats in the area of which the fair is held 
or the market is organised. This share may be l/3rd of the net income, 
subject to a maximum of one rupee per capita of the population. In some 
places, markets are controlled by Market Committees or Societies established 
under special laws. But for such laws, Panchayats and Samitis would 
have been able to derive income from licence fee or by themselves manag¬ 
ing the markets. It is, therefore, reasonable that, where Market Committees 
or Societies make profits or derive net income, this should be shared with 
Panchayati Raj institutions in a reasonable manner. We recommend that 
this matter should be carefully examined by the State Governments. We 
further recommend that, wherever, possible, Panchayats and Samitis should 
be allowed to participate actively in the organisation of markets. 

4.25. All local bodies have to depend to a greater or lesser extent on 
State assistance. The Panchayat Acts provide for this in a variety of 
ways. Land revenue and local cess on that revenue constitute principal 
items of State assistance to Panchayats. They may be broadly grouped 
into (a) general purposes grants accruing to all Panchayats, (b) additional 
general purposes grants from equalisation funds and (c) specific grants. 
The following table gives the extent of this assistance in different States :— 

(a) Andhra Pradesh.25 nP. per capita and 16 nP. per rupee of 

cess. 

.. 6i per cent of land revenue (but, not yet 
given effect to). 

.. 3/4th of basic tax (provided in the Act, 
but, as the constitutional validity of this 
tax is in dispute, no actual transfer has 
been made). 

.. 10 nP. per rupee of land cess for Town 

Panchayats and 20 nP. per capita out 
of land cess for Village Panchayats. 

.. 30 per cent of land revenue on collection 
basis. 

.. 30 per cent of land revenue. 

.. 10 per cent of land revenue. 

.. 20 nP. per capita subject to a maximum of 
Rs. 400. 

4.26. The levy of a surcharge on stamp duty is another way of State 
assistance to Panchayats. In Andhra Pradesh and Madras, a surcharge at 
a maximum of 5 per cent is levied on the amount of consideration in sale 
or value of property as set forth in the instrument in case of exchange or 
gift and on the (amount secured in case of mortgage. In Kerala, the 
maximum rate of surcharge is 4 per cent. This assistance is sometimes 
greater than the per capita grant. The position in different States regarding 


(6) Bihar 
O') Kerala 

(</) Madras 

(e) Maharashtra 

(/) Mysore 
(g) Punjab 
(ft) Rajasthan 
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surcharge on stamp duty levied for the benefit of Panchayats and higher 
tiers is as follows : 


SI. State 

No. 

Institute receiving 
proceeds 

Limits prescribed in the Act 

1. Andhra Pradesh . 

. Panchayat 

Samiti Parishad 

At such rate as may be fixed by Govern¬ 
ment not exceeding 5 per cent of value of 
property. 

2. Assam 

. Panchayat 

To be imposed at such time and in such 
manner as may be prescribed. 

3. Gujarat 

. Taluk Panchayat 

At a rate not exceeding 15 per cent of stamp 
duty levied on an application by Taluk 
Panchayat/District Panchayat. 


District Panchayat 

At a rate not exceeding 10 per cent of stamp 
duty levied on an application by District 
Panchayat. 

4. Kerala 

. Panchayat 

At such rate as may be fixed by Government 
not exceeding 4 per cent of value of 
property. 

5. Madhya Pradesh . 

. Janapada panchayat 

Power to increase by J per cent on the 
value of property. 

6. Madras 

, Panchayat 

At such rate as may be fixed by Govern¬ 
ment not exceeding 5 per cent of value of 
property. 

7. Maharashtra 

Ziia Parishad 

1 per cent on value of property. 

8. Mysore 

. Taluk Board 

At a rate not exceeding 5 per cent of value 
of property. 

9. Punjab 

. Panchayat 

At such rate as may be fixed by Govern¬ 
ment not exceeding 2 per cent. 


4.27. Stamp duty is eminently suitable for strengthening the finances of 
Panchayats. As it . is the purchaser or the mortgage of the property that 
pays the duty, it does not affect the general population. 

4.28. An issue in relation to stamp duty is whether it should go entirely 
to Panchayats as in Madras or it should be shared by other tiers also. In 
Madras, the stamp duty is collected for a Panchayat Union area as a whole 
and then distributed to Panchayats on the basis of land revenue collections. 
In Andhra Pradesh, a Panchayat gets 3/5 of the duty collected in its area 
and the Samiti and Zila Parishad divide the remainder equally. We, 
however, feel that it should be shared in some equitable proportion between 
the Samiti and its Panchayats and, therefore, recommend that— 

(i) surcharge on stamp duty not exceeding 5 per cent of the value 
of property be levied for the benefit of Panchayati Raj institu¬ 
tions; 

(ii) it should be levied by State Government and collected along 
with the State’s stamp duty; 

(iii) the duty collected within the area of a Panchayat Samiti should 
be distributed in an equitable manner between the Samiti and 
its Panchayats. 

4.29. Another important tax, the proceeds of which may be given wholly 
or partly to Panchayats and Samitis, is the State entertainment tax. In 
Madras and Andhra Pradesh, it has been provided that 
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90 per cent of entertainment tax collected within the areas of a 
Panchayat Union Samiti should be transferred and shared between it and 
its constituent Panchayats in such proportion as the State Government may 
determine. At present, the entire share is handed over to Panchayats. The 
Acts of Gujarat, Maharashtra, Kerala and Mysore empower Panchayats 
to levy a tax on entertainment which is usually a show tax only. We 
recommend that the whole or part of entertainment tax levied by the State 
Government should be shared with Panchayats and Samitis. They mav 
levy a show tax in addition. 

4.30. In some States, special assistance is given in the form of part or 
whole of the salary of the Secretary of Panchayat. We recommend that 
this assistance should be in the form of a purposive grant, if it cannot be 
covered by increasing the per capita grant, if any. It is essential that the 
Secretary should be paid directly by the Panchayat. 

4.31. Equalisation grants are given in many States to redress inequalities 
of income derived on the basis of land revenue and cess. On this basis, 
Panchayats in areas of fertile and irrigated land are bound to get much 
more than others. In Maharashtra, the State Government makes up the 
difference between the grant equal to 30 per cent of land revenue and the 
amount worked out at the rate of one rupee per capita. In Andhra 
Pradesh, an amount equal to 25 nP. per capita is kept as an equalisation 
fund for distribution to backward Panchayats. In Mysore, the Panchayats, 
whose income from 30 per cent land revenue grants falls below 45 nP. 
per capita, are to be assisted to bring it to this level. 

4.32. In Orissa, the revenue derived from sale of Kendu leaf is shared 
with Panchayats and Panchayat Samitis. We would suggest that Madhya 
Pradesh and Uttar Pradesh Governments, who also have this source of 
revenue, may consider the desirability of following the Orissa example. 

4.33. In order to induce Panchayats to levy taxes at higher rates and to 
collect them promptly, Madras Government gives a matching grant equal 
to the house tax collected by a Panchayat. In some States, special prizes 
are awarded to Panchayats for good performance including optimum 
collection of revenue. We think that matching grant on a wider basis than 
that of Madras, but at a more moderate rate, may induce Panchayats to 
raise the rates above the minimum and encourage prompt collection. We, 
therefore, recommend that the entire tax demand of a Panchayat, excluding 
the arrears, may be taken as the basis for a matching grant. If collection 
of 75 per cent is made in a year, an amount equal to 15 per cent of such 
collection should be given as matching grant which should increase by at 
least 1 per cent for every 5 per cent increase in collection. This grant 
should be on more liberal basis for Panchayats in backward areas. 

4.34. In spite of all these methods of assistance, we have to record the 
painful fact that the total income of a vast majority of Panchayats is far 
from adequate to give them a firm foundation. It is obvious that, without 
necessary administrative staff, a Village Panchayat twill hot be able to 
function effectively. Efforts of a Panchayat to raise local resources by 
taxation and by other ways will be more successful if people know that 
the proceeds are to be used for the provision of civic amenities and not 
for mere administrative expenses. We, therefore, recommend that a basic 
minimum maintenance assistance of Re. 1 per capita should be given to 
every Panchayat and that the Central Government and State Governments 
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should share equally in such assistance. It may be argued' that the Govern¬ 
ment of India has not so far given any direct assistance to Panchayats for 
such purpose. But, we are sure that the Central Government is as anxious 
as the State Governments that this basic unit of Panchayati Raj should not 
languish or wither away for want of minimum income. We do not think 
that, without the great impetus given by the Balwantray Mehta Committee 
report and the resolution of National Development Council, Panchayats 
would have come to be established universally all over India. So far as 
the Central Government is concerned, this grant, which may cost it about 
Rs. 18 crores annually, may for the remaining period of the Third Five 
Year Plan be adjusted partly or wholly against the grants now being made 
to States under article 282. To the extent this is done, it will amount to 
the Central Government earmarking a portion of its assistance to States 
for the benefit of Panchayats. The financial assistance by State Govern¬ 
ments to Panchayats is given in various forms mentioned above, but, 
wherever this assistance does not amount to a minimum of 50 nP. per 
head, it will have to be made up before a State Government becomes eligible 
for central assistance. 

4.35. We do not suggest that any State should be satisfied with providing 
to a Panchayat an assistance equal to 50 nP. per capita of its population. 
Unless substantially more is provided, Panchayats will not be able to meet 
their obligations. Local bodies of the type of Panchayats in France, U.K. 
and some other countries have a per capita income ranging between Rs. 50 
and Rs. 100. It will take quite some time before we can contemplate for 
our Panchayats an average revenue of even Rs. 5 per capita. We are 
convinced that an assistance of rupee one per capita is the minimum which 
every Panchayat should get from the Central and State Governments. We 
have no doubt that the acceptance of this recommendation will produce 
a psychological revolution in Panchayats all over the country and they will 
be able to raise more than they do at present from their own resources 
and exploit fully the compulsory and optional taxes we have suggested for 
them. 

4.36. A remarkable achievement of the community development pro¬ 
gramme is that the practice of raising substantial local contribution for 
development works such as school building, roads, dispensaries, public 
latrines, primary health centres, Panchayat ghars, etc., has become common. 
This has been made possible by the offer of matching contribution from 
Government. We are anxious that this method should be maintained. In 
the Panchayat Acts of some States, there is provision for labour tax which 
may be commuted in cash. Again, there are provisions enabling Panchayats 
to levy special taxes based on land revenue, etc., for particular purposes. 
Recently, under the inspiration of the Community Development Ministry, 
Defence Labour Banks have been established in which labour donations of 
village people are recorded. We think it is necessary that all these efforts 
should be rationalised. For this purpose, we make the following recom¬ 
mendations :— 

, In all States, Panchayats should have power to levy special tax 
based on land revenue, house tax or on some other basis for 
executing specific development projects. It should be valid only for 
one year, but may be renewed by a resolution. In the first instance, 
efforts should be made to execute a scheme by voluntary contributions 
of labour or money. If these contributions are not adequate, 
resort may be had to Defence Labour Bank, labour tax or special 
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levy payable in cash or labour. The voluntary contributions may be 
adjusted towards these levies. It is essential that the people should 
not be burdened by too many demands voluntary, compulsory or 
both. At the same time, it has to be remembered that the conver¬ 
sion of idle labour into useful public asset is one of the most pro¬ 
mising lines of development for our villages. 
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5. EXPENDITURE OF PANCHAYATS 


5.1. When we turn to the obligations of Panchayats, we do not propose 
to enumerate exhaustively all the work which a Panchayat can do. The 
first task of every Panchayat is to provide safe drinking water for men and 
animals, proper maintenance of streets and buildings which are its property, 
repair and maintenance of tanks entrusted to it for fishery or minor 
irrigation and sanitation, conservancy and street lighting. We have found 
that it is also essential that every Panchayat should have a Panchayat 
Office (Ghar) where it can meet and keep its records. It may also be 
mentioned that every Panchayat is expected to engage actively in the 
development functions relating to agriculture, animal husbandry, industries, 
etc., under the guidance of Samitis. 

5.2. Even minimum obligations can be performed only where Panchayat 
has at least a Secretary and a Chowkidar or messenger. There may be 
exceptional cases where a Sarpanch or President of Panchayat, who is 
sufficiently educated, energetic and public spirited, is able and willing to 
conduct all the affairs of Panchayat without any paid assistance. It is 
generally necessary to provide for minimum staff and contingencies. Here, 
the size of the population of Panchayat and its financial viability become 
crucial factors. In some places, it has been suggested that a Panchayat 
should be confined to a village or hamlet, however, small it may be. It 
is argued that this will enable the village people to conduct their affairs 
through Gram Sabha, Panchayats serving simply as the executive com¬ 
mittee of the Sabha. Theoretically, this is an attractive picture. But, 
in practice, it is altogether visionary. Without an office and Secretary, 
none of the essential tasks of Panchayat can be adequately and efficiently 
performed. After a careful consideration, we have come to the conclusion 
that ordinarily a population of 1,500 to 2,000 is desirable for the satis¬ 
factory functioning of a Panchayat. It may be remarked that even this 
population may not ensure financial viability where the people are too poor 
to enable it to have sufficient income by way of taxes or otherwise. With 
an income of only one rupee per capita, even such a Panchayat will not be 
able to function effectively. Rs. 1,500 a year will hardly suffice to main¬ 
tain minimum establishment. If our recommendations regarding taxation 
and Government assistance are accepted, the income of such a Panchayat 
will range from Rs. 3,000 to Rs. 4,000 and the position will become easier. 
Even in such a case, we feel that the administrative expenses should not 
constitute a disproportionate part of the total expenditure. We recommend 
that a limit of a maximum of 25 per cent of income for expenditure on 
administration should be aimed at, though immediately this may not be 
possible in the case of the smaller panchayats. By administration, wc 
mean only the cost of maintenance of office, the pay of Secretary and 
Assistant who will perform all duties including that of a messenger and bill 
collector. It will not include sweepers and other staff engaged in performing 
social services. 

5.3. Generally, in the case of all Panchayats with an annual income of 
less than Rs. 10,000, some kind of pooling of the existing village revenue 
staff and the staff of Panchayat is essential. If the work of collection of 
land revenue and of maintenance of land records is transferred to Panchayats, 
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this becomes automatic! Many Panchayat Acts empower State Govern¬ 
ment to transfer the work of collection of land revenue to Panchayats. This 
is an issue which we have not been able to study with the care that it 
requires and, therefore, we do not wish to make a general recommendation. 
Wherever the revenue authorities feel confident and Panchayats agree, 
revenue collection work may be transferred to them. Panchayats may- 
take over the staff engaged in such collection or be paid commission for 
the work. Even without the actual transfer of the work of revenue collec¬ 
tion or of maintenance of land records, it is possible to have common 
staff for revenue department and Panchayat. This has actually been 
achieved in Madras where the Karnam (Village Accountant) has been made 
the ex-officio Secretary of Panchayat and is paid a small additional 
remuneration by it. In Maharashtra, the same result is sought to be 
achieved by pooling the present Panchayat Secretaries, Talatis (Village 
Accountants) and Village Level Workers and deputing them as Secretaries 
to Panchayats to perform the duties of all the three functionaries. In other 
places, part-time Secretaries on monthly salaries ranging from Rs. 15 to 
Rs. 40 have been employed. In some States, the Government has appointed 
one Secretary for several Panchayats. In Punjab, one person serves as many 
as 7 to 8 Panchayats and in Uttar Pradesh, 9. This, we are afraid, has 
not been a success. 

5.4. There is one aspect of (he Maharashtra system which deserves 
special consideration. If a person of the standing and training of a Village 
Level Worker can be appointed in each Panchayat area and be made the 
Secretary of Panchayat, there can be no objection, but, if he has also to 
make the collection of land revenue and panchayat taxes, we doubt if he 
will have sufficient time or be really effective for purposes of development 
and extension work for which he is given elaborate training for two years. 
We would, therefore, suggest that no Village Level Worker should be 
entrusted with the duty of collecting taxes or maintaining land records. 
This may necessitate a regrouping of Panchayats in Maharashtra so as to 
reduce the total number of Secretaries. 

5.5. Our conclusions, therefore, are— 

(a) every Panchayat should have its own Secretary; 

(b) the Secretary may perform also the duties of collection of land 
revenue and panchayait taxes or that of (he Village Level 
Worker, but, in no case a Village Level Worker should be 
given the task of revenue and tax collection; and 

(c) where a Panchayat can afford it, each of these functions can 
be entrusted to a separate person. 

5.6. The supply of drinking water for men and cattle is the first duty of 
a Panchayat. It is a matter of regret that there are still many villages 
where this basic necessity is yet to be provided. The actual burden of this 
duty varies greatly from place to place. In parts of Rajasthan, it is not 
only the most important but also a very heavy obligation. Often, this can 
be performed only through the combined efforts of neighbouring Panchayats. 
The entire problem of drinking water and its supply in Rajasthan and 
similar areas should be treated as one of great urgency and wherever 
possible the people should be saved the task of walking miles and waiting 
for hours to fake a pot of water from a deep well and walking back to 
their homes. An over-head tank, in which water is pumped by electric 
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motor or oil engine, a pipe line and taps at convenient centres should be 
an objective of all Panchayats, 

5.7. The sanitation and conservancy of villages are important second only 
to supply of drinking water. We would like to recommend that every 
Panchayat, which can afford to do so, should engage one or more sweepers. 
Panchayats should also exercise their powers to prevent insanitary practices. 
This should be accompanied by a provision of pit latrines in houses and 
public conveniences. 

5.8. The street sweeping should, as far as possible, be converted into 
compost. In large Panchayats, this is likely to give some revenue. Wherever 
sweepers are not available, it may be worthwhile to auction the right 
to collect the street refuse. 

5.9. We consider that the proper maintenance of village approach road 
is one of the most important obligations of Panchayat. Here again, the 
nature of the task differs widely from village to village. In many villages, 
specially those in delta areas, earth roads become so slushy during the 
rainy season that they are practically unserviceable. The objective should be 
to convert them into fair weather roads and finally into metalled ones. In 
sandy and hilly areas, earth roads may be quite satisfactory, but, their mileage 
may be large. It may not be quite practicable to insist that a fixed pro¬ 
portion of the income of a Panchayat should be spent for road maintenance. 
Also, this is a task in which labour, voluntary or otherwise, can be a substi¬ 
tute for funds. We recommend that special attention should be paid by 
every Panchayat to this matter. Samiti, Zila Parishad and State Govern¬ 
ment should try to help where the task is beyond the ability of the Panchayat. 

5.10. Another essential task of Panchayats is that of providing adequate 
drainage facility. Without this, all efforts to improve health and sanitation 
of villages may not succeed. Special assistance should be given to Pan¬ 
chayats in areas which are badly in need of this facility. A part of this 
assistance may be in the form of loan. Panchayat may be asked to levy 
a, special fee for the purpose. 

5.11. Street lighting is another function of Panchayats. But, this is not 
provided by a majority of them. In some Panchayat areas, kerosene lights 
are provided and there is no alternative to this unless villages are electrified. 
We suggest that electrification of villages should be speeded up as fast as 
possible. In Kerala and Madras, a majority of villages have electric light¬ 
ing. In the budgets of some Panchayats, particularly in Kerala, expenditure 
on street lighting constitutes the biggest item. 

5.12. Many Panchayats now have radio sets for community listening but 
arrangements for their maintenance and functioning are unsatisfactory. It 
may be worthwhile to universalise the community broad-casting in the 
villages and an organisation established for proper maintenance of com¬ 
munity radio sets. 

5.13. We have earlier mentioned about the need for every Panchayat 
having a building for its office. Where a Panchayat has funds, some may 
be earmarked for the purpose and constituted into a Panchayat Building 
Fund till sufficient amount is accumulated which, with Government 
assistance, will be enough for the purpose. 

5.14. A Panchayat has to take up two kinds of development activities. 
It is the natural and generally the statutory agent of Panchayat Samiti for 



executing the latter’s programmes relating to agriculture, education, health, 
animal husbandry, minor irrigation, etc. For some of these purposes, Pan- 
chayats may be called upon to contribute in cash or labour. We have 
already expressed our approval of this method. But, we found that in mapy 
villages, development work has been indefinitely held up because contribu¬ 
tions were not forthcoming for one reason or another. This is not desirable. 
We would, therefore, suggest that where a particular development pro¬ 
gramme is common to several Panchayats and accepted by a majority of 
them, the Samiti should directly or indirectly be able to enforce a special 
levy on recalcitrant Panchayats. 

5.15. The other category of development work is in relation to provision 
of amenities like children’s park and sports grounds which are the executive 
responsibilities of Panchayats. A further category is the building up 
of remunerative assets which in future may yield substantial income. We 
deal with it in a separate section. 



6. RESOURCES OF PANCHAYAT SAMITIS 


6.1. Panchayat Samitis have come to occupy a crucial position in the 
present set up of Panchayati Raj. They are called Panchayat Union Coun¬ 
cils in Madras, Taluk Boards in Mysore, Kshetra Samitis in Uttar Pradesh, 
Anchalik Parishads in West Bengal, Anchalik Panchayats in Assam, Janapad 
Panchayat in Madhya Pradesh and Taluka Panchayats in Gujarat. 
Ordinarily, the area of a Samiti coincides with that of the National Exten¬ 
sion Service Block, but, there are some variations. In Mysore and Gujarat, 
the revenue taluka has been taken as a unit, in Maharashtra some Pan¬ 
chayat Samitis have a population of more than a block. From the fa,ct that 
there are 5,182 N.E.S. Blocks in the country, we may infer that when pan¬ 
chayati raj is fully established in all States, the number of Panchayat Samitis 
will be of the order of 5,000. 

6.2. These Samitis have taken the place and assumed the functions of the 
National Extension Service Blocks. The Block Development Officer has 
become the Chief Executive Officer of Samiti. Other Extension Officers and 
Village Level Workers have become the employees of Samiti. Samiti gets 
development funds according to its stage in the community development 
plan and has to spend them in accordance with the schematic budget. Of 
5,182 community development blocks, 659 are in pre-extension stage getting 
a small annual grant, 2,766 are in the first stage getting on an average 
Rs. 2 lakhs to Rs. 3 lakhs a year and 1,451 are in the second stage getting 
on an average Rs. 1 lakh per yea,r under the schematic budget and such 
additional funds as may be given by State departments outside the schematic 
budget. The balance of 306 blocks are in post-Stage II which have to get 
their entire funds including the salaries of their staff from the State Govern¬ 
ment. It is obvious that the financial position will vary widely from Samiti 
to Samiti. This was understandable when the blocks were considered to be 
of temporary character, each block having special treatment during Stage 
I and Stage II and at the end being absorbed by the State administration. 

6.3. Now that Samitis have come to be established a,s permanent units 
of local government at the block level, it has become a matter of importance 
as to whether these distinctions between the blocks in various stages should 
continue. In this connection, the Government of Madras have taken a 
notable step by abolishing these distinctions and evolving schematic develop¬ 
ment budgets for all the 373 blocks in the State on a uniform pattern. 
They have pooled the community development funds flowing from the 
Government of India and those from their departments and framed a budget 
of each Panchayat Union Council for the period of the Third Five Year 
Plan. Their memorandum sent to us stafes: 

“It will be noted that the system makes no distinction between block and non-block 
areas and aims at planned development on a uniform pattern throughout the State 
through democratically elected local self-governing institutions. The State 
development schematic budget is more comprehensive and is larger in scope than the 
block schematic budget under the C.D. programme. A block schemetic budget under 
the C.D. programme will diminish in size when a block slides from Stage I to 
Stage II and finally slides out of Stage II. On the other hand, the State develop¬ 
ment schematic budget offers the Unions an assured basis of income for a period 
of 5 years and enables them to plan their activities in advance.” 

6.4. Presumably, the special advantages, which accrued to blocks which 
had passed Stage I, have been taken into account in framing the new 

26 



27 


development schematic budget. This has the supreme merit of giving 
stability to the developmental activity of the block and of committing the 
State Government to provide development funds to every block. We 
recommend that the scheme should be examined by all other States and 
suggest to the Government of India that it should not only permit but 
encourage the States to pool all grants under the C.D. schematic budgets 
and those from the State departments for the purpose of evolving similar 
development schematic budgets for Samitis. 

6.5. The development budgets of Samitis are based on the black schematic 
budgets and both the State Government and the staff at the block level 
have no clear idea as to what is to happen as the blocks pass from Stage 
II to post-Stage II. The State Government is faced with the problem of 
financing such blocks from its own resources and a major issue that arises 
for it is whether the block staff should be continued or liability reduced 
by retrenchment or by combination of functions. This creates an atmos¬ 
phere of uncertainty in the staff, most of whom are continuing on a 
temporary basis. It is desirable for its sake and for the sake of future 
development that this state of uncertainty should end quickly. We do not 
say that the existing pattern of staff should be rigidly adhered to everywhere 
and at all times. However, we consider that, for a continued development, 
a complement of staff roughly equalling in cost to the present is necessary. 
In some places, two Junior Engineers may have to be appointed instead of 
one, while it may be possible to combine in one officer the functions of 
Extension Officers of Agriculture and Animal Husbandry. In a certain 
place, one Industrial Extension Officer may not be enough, while in another, 
he may not have adequate work and may serve for two blocks. But, by aud 
large, we consider the extension staff an indispensible link between the people 
and the departments of the State and Central Governments. We are also 
convinced that, unless the Central Government, which has brought them 
into being, assumes a share of responsibility of maintaining them on a 
permanent basis, it is likely that in some States at least they may be slowly 
liquidated and the valuable work done and the experience gained lost 
altogether. We feel that the Central Government should bear half the cost 
on the condition that the State Governments bear the other half and main¬ 
tain the staff on an agreed pattern. The average cost of a block staff a,t 
present is between Rs. 50,000 and Rs. 60,000 a year and the population is 
of the order of 70,000. As the blocks vary in size and population and as it 
is not ea,sy or desirable that continuous calculations and adjustments should 
be made as to the respective shares of the Centre and the States, we recom¬ 
mend that an annual per capita grant of one rupee be made to every 
Panchayat Samiti to be shared equally by the Central and the State Govern¬ 
ments and to be earmarked for maintenance of staff. This need not increase 
the burden of the Government of India during the 3rd plan period. It 
may be noted that in assessing the needs of the State Governments, the 
third Finance Commission took into consideration their liabilities on this 
account. The Centre’s share of the grant we propose may be met by suitable 
adjustments within the grants now being made by it. 

6.6. So far as the State Governments are concerned, they are maintaining 
the block staff and, therefore, their burden will not increase. The real 
advantage of this proposal is that it will give permanency to the main set 
up of the development wing of Panchayat Samiti and enable the confirma¬ 
tion of staff. Regarding the liability which will acrue to the Central Govern¬ 
ment in the future, the fourth and subsequent Finance Commissions will 
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take it into account in adjusting the financial relations between the Centre 
and the States. 

6.7. During the remaining period of the Third Plan, Samitis will continue 
to implement the schematic budget as it exists today or the development 
schematic budget which may be evolved as suggested above. They cannot 
expect to have much scope for initiative though, even within the present 
schematic budget, it is desirable to give them the maximum latitude in the 
choice of items or in fixing priorities of schemes within broad categories of 
development expenditure. The purpose of converting an official block 
development agency into an elected local governing body will be lost if 
Samitis are not to take an active and important share in the evolution of 
the Fourth Plan for their own areas. This participation can be real only 
if the Central and State Governments intimate to them broadly in a,dvance 
the minimum and maximum financial limits which can be made available 
as grants and loans together with an outline of national purposes and 
priorities. It will then be possible for each Samiti to add to the resources 
indicated the amounts which they can hope to raise and to frame minimum 
and maximum plans which will not be altered, except marginally, in the 
final formulation of the plan. It is no less necessary that, in the implemen¬ 
tation of the plan also, the limitations imposed on Samitis should be in 
terms of broad categories like education, health, roads, etc., and so long as 
they conform to the national pattern and do not transcend these limitations, 
they should be given utmost freedom to readjust the plan in the light of 
actual experience and the changing needs of the people. 

6.8. In addition to the regular plan schemes for each Samiti that may be 
embodied in the Fourth plan, it is essential that Samiti should have freedom 
to take up development works and some lumpsum included in each State 
plan for assistance to Panchayati Raj institutions on a, matching basis. A 
great deal of useful work has been done under the local development work 
scheme and the establishment of Panchayat Samitis, and Panchayats all 
over the country should enable the Central and State Governments to capi¬ 
talise this experience to the maximum extent. We suggest that about 
Rs. 400 crores @ Rs. 10 per capita of rural population be allotted in the 
Fourth plan for this purpose. If Samitis and Panchayats contribute an 
equal amount, unspecified development schemes of the order cf Rs. 800 
crores can be executed during the Fourth plan to which the rural population 
will be contributing directly. 

6.9. Besides taking over national extension service schemes, the Samitis 
ha,ve inherited some functions, along with liabilities and assets, belonging 
to the past district and taluk boards or have been handed over some func¬ 
tions by the departments of State Government. This has added to their 
liabilities as every development scheme increases the committed expenditure 
in the form of cost of running schools and dispensaries and maintenance of 
roads apd other services and institutions. There are two ways cf financing 
for these commitments. One is for the State Government to meet them by 
full grants. The other is to provide some flexible sources of revenue to 
Samiti and make up the deficit, if any, through grants, general and specific. 
We are glad to note that the latter principle has been generally accepted, 
though in actual fact Samitis are generally kept on short rations. 

6.10. One major distinction between Samitis in different States is in the 
matter of elementary education. Wherever the maintenance and extension 
of elementary education in its area has been transferred to a Samiti, it 
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suddenly a,dds up significantly to the importance and dignity of that Samiti. 
The budget of such a Samiti is of the order of Rs. 7 lakhs to Rs. 8 lakhs 
in Madras, Rs. 5 lakhs to Rs. 7 lakhs in Andhra Pradesh and about Rs. 4 
lakhs in Rajasthan, while it is of the order of only Rs. H lakhs in Uttar 
Pradesh where elementary education has not been transferred. The annual 
expenditure on elementary education alone is of the order of Rs. 4 lakhs in 
Madras, Rs. lakhs in Andhra Pradesh and Rs. li lakhs in Rajasthan, 
constituting in each case more than half the budget of a Samiti. Elemen¬ 
tary education is one of the natural and essential functions of Panchayati 
Raj and we consider that its transfer to Samiti or Zila Parisha,d is eminently 
desirable. We, therefore, recommend that this should be done in every 
State. Its actual day to day management should vest in a Board set up by 
Samiti/Zila Parishad, on which not only members of that body but also 
others with special knowledge and experience in the proper development of 
education should find a place. 

6.11. The financing of elementary education in a manner which will give 
some initiative to Samiti is not an easy one. In Andhra Pradesh, Rajasthan 
and some other States, the principle of the net cost grant, i.e. grant covering 
the cost of elementary education minus the proceeds of any special cess 
earmarked for the purpose, prevails. In Madras, a complicated system has 
been adopted. The cost of elementary education in that State at present 
is estimated to be Rs. 3.5 per capita of which the first slab of rupee one 
per capita is given by Government uniformally to all Unions. For the 
second slab of Rs. 2.50 per capita, Unions are divided into A, B, C and 
D categories and get shares of 50, 60, 70 and 80 per cent respectively as 
additional grant. The balance is to be met from the 20 nP. share of Samiti 
in the land cess of 45 nP. which goes to Educational Fund. We found 
that, under this scheme, some Unions accumulate surpluses, while others 
did not get enough and the Government had to meet their deficits. 

6.12. It will be desirable if elementary education is financed on a 
simple formula based on either a per capita or per pupil grant. In the 
case of the former, the per capita grant will have to increase every year till 
universal compulsory education has been achieved. In the case of the 
latter, adequate measures will have to be taken to ensure accurate returns 
of admissions and attendance. The rate of grant will have to be re¬ 
adjusted also if there is any change in the salaries and allowances of 
teachers. We have not been able to gather sufficient material to work 
out a precise formula on either basis. We. therefore, content ourselves 
with recommending two general principles : 

(1) elementary education is so important and fundamental that 

every Samiti without exception should be able to meet its 

entire expenditure out of grants and resources transferred to it 

specially for the purpose by the State Government; and 

(2) every Samiti should also have some additional funds at its dis¬ 

posal for its initiative in effecting educational improvements. 

6.13. The other major items of committed expenditure of Samitis are 
(i) inter-village roads, (ii) minor irrigation schemes, and (iii) rural medical 
and veterinary dispensaries, maternity centres, sanitation services and the 
like. It is certainly essential that the State Governments, which have 
transferred these items to Samitis, should meet the expenditure as in any 
case this would have been incurred by the departments concerned. But, 
the question arises as to what extent this committed expenditure can be set 
L5CD&C/63 —5 
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off against the resources transferred to Samitis viz. share of and revenue 
or cess, stamp duty, entertainment tax, etc. If the entire proceeds of 
these resources are consumed by these commitments, a Samiti is convert¬ 
ed into a mere agency. We, therefore, recommend that not more than 
half the proceeds of such resources should be earmarked for committed 
expenditure and the balance of that expenditure should be financed by 
State Government partly by general and partly by specific grant. This 
will leave at least half of these resources for purposes of development. In 
the case of roads and minor irrigation schemes, it is desirable that specific 
grants are given on a satisfactory basis. Grants for maintenance of roads 
may be on a mileage basis and those for repair and maintenance of irriga¬ 
tion sources, on the basis of acreage irrigated. Samiti should also have 
the power to levy tolls when it constructs a new bridge, though we do not 
think that tolls are generally desirable, 

6.14. We have already recommended that Samitis should have a share in 
the surcharge on stamp duty and in the proceeds of entertainment and show 
tax. Some Acts empower Samitis to levy surcharge on land cess and on 
some other taxes leviable by the State Government and Panchayats. There 
is no reason why this power should not be given to Samitis in all States. 
It is necessary, however, that levy of such surcharges should be carefully 
regulated. Unfortunately, in many Acts, there is considerable confusion 
and overlapping which will have to be straightened out. For instance, 
Section 187 of the Gujarat Act provides that where a District Panchayat 
levies any tax, similar taxes levied by the lower tiers will automatically 
cease to have effect. Though the District Panchayat is obliged to share 
the proceeds with the panchayat, it tends to blur responsibility. It must 
be cardinal principle of Panchayati Raj finance that there should be no 
confusion and overlapping in the taxation powers of Panchayat, Samiti and 
Zila Parishad. 

6.15. Samitis are generally obliged to execute their development schemes 
through Panchayats. This is not only desirable, but also often necessary 
as Panchayats are called upon to make contribution towards the cost of 
schemes such as school buildings, hospitals, culverts etc. In all such 
cases, the work should be treated as the responsibility of Samitis, the asset 
created as its property and its total cost should be shown in its accounts 
which should show also a credit for contributions from Panchayats. In 
the accounts of some Samitis, only the expenditure from their funds is 
shown against such works, the Panchayat contributions being traceable 
only in the accounts of Panchayats concerned. Therefore, we recom¬ 
mend that, on the receipt side of every budget of Samiti, the contributions 
should be shown as receipts and the total expenditure on works belonging 
to Samitis shown on the opposite side. Where a Panchayat is assisted 
by its Samiti in the performance of its functions such as drinking water 
supply, the asset created will belong to that Panchayat. 

6.16. We consider it necessary and desirable that the salaries and allow¬ 
ances of all staff of a Samiti should be paid from its funds and shown in its 
accounts. We find that, in many States, the staff is paid directly by the 
State Government and Samiti’s accounts do not show its real expenditure 
in relation to its services. The fact of receiving their salaries directly from 
the State Government has tended in some cases to induce a feeling in the 
Block Development Officers, Extension Officers and others that they are 
really not under the administrative control of Samiti. 
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>6.17. A Samiti should be free to add to the strength of staff so long as it 
is able to meet the expenditure from the one rupee per capita grant and 
its own resources. 

6.18. As already suggested in Section 4, Panchayat Samitis should be 
•entrusted with the management of big fairs, markets, ghats and ferries and 
share the proceeds with a panchayat within the area of which such fairs, 
markets etc. may be located. This principle may be extended to big tanks 
where pisciculture can be organised on a large scale and for which pancha- 
yats cannot find the capital. The same may be done in the case of large 
plantations. 

6.19. We see no reason why the agricultural demonstration farms and 
seed farms, primary health centres and other similar institutions, which 
are intended to serve exclusively the people of a Samiti area, should not 
be transferred to the management and control of that Samiti. Generally, 
the Acts provide for such transfer, but, in most States we found great re¬ 
luctance on the part of the departments to part with their power. They 
are also afraid that, as funds will have to be transferred with the institu¬ 
tions, a demand may be made for reducing the departmental staff at the 
district and State levels. It is also true that the Panchayat Samitis are 
still young and inexperienced and it may be prudent to expand slowly their 
functions and powers. We suggest that in every State a programme of 
such transfer should be made with the objective that, as early as possible, 
every service or institution which comes within the legitimate function of a 
Samiti is transferred to it. 

6.20. In Section 8 we shall deal with the remunerative undertakings 
which may be set up by Samitis either by themselves or in cooperation 
with Panchayats and other persons. 



7. ZILA PARISHADS 


7.1. It is in the highest tier of Panchayati Raj that the differences are 
greatest. At one end, stands the Zila Parishad of Maharashtra which is 
conceived on a generous scale and is designed to take over the entire func¬ 
tions of Government at the district level except law and order, justice, 
national and State highways, college and university education and institu¬ 
tions of importance for the State as a whole. At the other end, stands 
the District Development Council in Madras which is purely advisory, 
which has no funds of its own and of which the District Collector is the 
Chairman. Other Zila Parishads may be divided into two categories. 
The Zila Parishads of Mysore, Rajasthan, Punjab, Uttar Pradesh and 
Orissa are essentially advisory, but, they also have functions of supervision 
and co-ordination of the work of Samitis and Panchayats. Sometimes 
they distribute among the lower tiers funds received from all India institu¬ 
tions for khadi, social services, backward classes, etc. In Andhra Pradesh, 
Assam and Gujarat, the Zila Parishads have not only advisory and super¬ 
visory functions but also some executive functions. In Andhra Pradesh, 
Zila Parishad manages the Government Secondary, Vocational and 
Industrial Schools, distributes plan funds and determines the increased 
annual quota of teachers, etc., among Samitis. Zila Parishads have not 
yet been formed in Bihar, Jammu & Kashmir, Kerala, Madhya Pradesh 
and West Bengal. It must be remarked that elementary education is 
managed by Zila Parishad in Maharashtra and U.P. The size of the 
budgets in selected districts in some States is as follows : 

1961-62 
(Rs. lakhs) 


(i) Andhra Pradesh (West Godavari) 

. 120 

(«) Maharashtra (Poona). 

(1962-63) 213 

{Hi) Orissa (Cuttack) . 

. 26 

(r'v) Punjab (Ludhiana) . 

6 

(v) Uttar Pradesh (Meerut) 

. 37 


In Maharashtra, the estimates of per capita revenue of Zila Parishads 
varies from Rs. 8.50 for Osmanabad to Rs. 14.65 for Sangli. On the 
whole, the Zila Parishads spend about one-third of the total revenue of 
the State. The most important feature of the financing of Zila Parishads 
in that State is the devolution of 70 per cent of land revenue, subject to 
a minimum of Rs. 2 per capita, the balance of 30 per cent going to Pancha¬ 
yats. From the statistics supplied to us, we find that only Akola and 
Amravati districts derive Rs. 2.48 and Rs. 2.21 per capita and the other 
districts had to be paid equalisation grants to make up the minimum of 
Rs. 2. The following is the break-up of the per capita income of Rs. 14.65 
of Sangli which had the largest per capita income for 1962-63 : 


Rs. 

Land Revenue grant .. .. 1-69 

Equalisation grant .. .. 0-15 

Purposive grant .. .. 6-00 

Establishment grant .. .. 0-63 

Deficit adjustment grant .. 2-43 

Plan grant .. .. .. 0-63 

Block grant .. .. .. 1-80 

Miscellaneous .. .. .. 0-58 


Total .. 13-91 
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Self raised resources consisted of : 



Rs. 

Local Cess . 

0-36 

Other taxes and fees 

0-01 

Education . 

0-20 

Public Works. 

010 

Other minor miscellaneous .. 

0-07 

sources. 


Total 

0-74 


7.2. Though the transfer of 70 per cent of land revenue may appear 
to be a liberal devolution, the total assistance including this devolution just 
covers in most districts the total commitments transferred to them. It is, 
therefore, necessary that some more elastic sources are also transferred to 
Zila Parishad, if it is to fulfil the hopes raised that it will be an effective 
organ of Local Government at the district level. It should, however, be 
noted that, on a resolution of Zila Parishad, the State Government will in¬ 
crease the present cess of 40 nP. on land revenue up to 100 nP. and give 
the proceeds to it. When a Zila Parishad raises the cess in this manner, 
the State Government intends to give a matching grant. 

7.3. All the district officers and most of the institutions relating to 
development departments like agriculture, education, animal husbandry, 
health, etc., have been transferred to Zila Parishad whose Chief Executive 
Officer is of the rank of District Collector. The elected President and 
Vice-President of a Zila Parishad get honorarium of Rs. 500 and Rs. 300 
p.m. respectively with house and travelling allowances. The two other 
councillors who preside over two Standing Committees get honorarium 
similar that paid to the Vice-President. 

7.4. In its structure also, Zila Parishad of Maharashtra differs from 
other Zila Parishads. Not less than 40 and not more than 60 councillors 
are elected directly. To them are added the Chairmen of all Panchayat 
Samitis from the district and a woman is co-opted if no woman has been 
elected, Chairman of 5 Federal Cooperative Societies selected by the State 
Government become associate councillors. Panchayat Samiti in Maha¬ 
rashtra is mainly an agency of Zila Parishad for the execution of com¬ 
munity development plans for the present and presumably for similar deve¬ 
lopment plans in the future. It has no separate funds and all its staff are 
the employees of Zila Parishad. This is the case even with the Secre¬ 
taries and other staff of Panchayats. 

7.5. The Madras District Development Council, on the other hand, is 
a purely advisory body and consists of the District Collector as the Chair¬ 
man, Chairmen of all Panchayat Union Councils in the district, Chairmen 
of all Municipal Councils in the district, Members of Parliament and Mem¬ 
bers of the State Legislatures who reside in the district and gazetted offi¬ 
cers of the Government connected with planning and execution of develop¬ 
ment schemes in the district. 


7.6. In the face of such wide variations, we do not think it is necessary 
or useful for us to go into the issue of the functions and resources of Zila 
Parishads. It is only experience that can prove the merits of one type or 
another. 


7.7. But, whatever, may be the type, it should be such as to function 
effectively within its limitations. Even a purely advisory council can 
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render useful service if the matters on which it should be consulted are 
listed with imagination and precision and a convention is established that 
its recommendations will be accepted except when they are modified or re¬ 
jected by the State Cabinet. 

7.8. Wherever funds are transferred to Zila Parishad for redistribution 
among Samitis, there should be definite principles and criteria laid down 
for such distribution. And where the distribution is more or less auto¬ 
matic, there is no purpose in channelling the funds through Zila Parishad 
and they may be sent directly to Panchayat Samitis or Panchayats concern¬ 
ed. This question does not arise in Maharashtra where Samitis have no 
funds of their own. In the case of markets, ferries and other remunera¬ 
tive assets which have to be allocated among Panchayats, Samitis and 
Zila Parishads according to size and income, care should be taken to ensure 
an equitable distribution. The rights and duties of Zila Parishads, Pan¬ 
chayat Samitis and Panchayats in any particular sphere of activity, whether 
it is maintenance or development, should be made precise and beyond all 
dispute so that responsibilities may not be blurred. 

7.9. A Zila Parishad should not be permitted to levy a contribution 
from a Samiti or a Panchayat, except for executing a development project 
in that Samiti or that Panchayat area. Similarly, a Samiti should demand 
contribution for specific development work only from Panchayat or Pan¬ 
chayats concerned. We do not, therefore, approve of the general provi¬ 
sion found in some Acts enabling the higher tiers to levy contributions 
from lower tiers. 

7.10. As in the case of Panchayats and Samitis, the salaries of the staff 
of Zila Parishads should be paid from Zila Parishads fund wherever such 
a fund exists. We found in Maharashtra that Class I and Class II offi¬ 
cers were being paid directly by the State Government. If the salaries of 
these officers are paid from Zila Parishad fund, it will give a more accurate 
account of the total cost of Parishad. The officers in their turn will also 
feel that they are serving a Zila Parishad. The powers of administration, 
control and disciplinary action over these officers will be such as are 
normally applicable to deputations. 



8. LOANS TO PANCHAYATI RAJ BODIES 


8.1. Panchayats and Panchayat Samitis derive a small income from pro¬ 
perties transferred to them. Some of them have also inherited shops, 
markets and other remunerative assets. It is a matter of the highest 
importance that far-sighted and persistent attempts should be made to 
help them to start remunerative undertakings and thereby increase the 
scope for non-tax income. 

8.2. Here, there are two extreme views. Some believe that Panchayati 
Raj institutions will not be able to undertake any agricultural, commercial 
or industrial undertaking with any reasonable prospect of working them on 
commercial lines and earning a profit. They would like these bodies to 
confine themselves to administration and social and other developmental 
services to be financed by taxes and grants. 

8.3. At the other extreme, there are persons who hold that so long as 
these institutions are to be financed only by taxes or grants, they will be 
incurably feeble and will never be able to fight with any degree of success 
the demons of poverty, squalor, illiteracy and superstition which dominate 
the rural areas. They argue the ideal of democratic socialism involves 
not only public sector undertakings at the Central and State levels, but, 
also at all other levels of Local Government. Panchayats, Samitis and 
Zila Parishads should take up all kinds of agricultural, industrial and com¬ 
mercial undertakings for which they can find capital and talent. They 
are convinced that the surpluses which can be secured through these under¬ 
takings will, in due course, become significant sources of income. 

8.4. We do not feel called upon to decide in favour of either of these 
propositions without qualification. We would like the Central and State 
Governments to adopt a pragmatic course. We can well imagine and 
we earnestly hope that some, if not all Panchayats, Samitis and Zila Pari¬ 
shads will be able to start and run remunerative undertakings. Their 
example may, in due course, become general and the limitations of local 
development imposed by meagre income greatly relaxed if not altogether 
overcome. Private enterprise and even cooperative enterprise may not 
be forthcoming in all places and it will be highly unfortunate if many areas 
are deprived altogether of the benefits of small scale and medium indus¬ 
tries. 

8.5. It is obvious that development of remunerative undertakings will 
involve loan capital to a far greater extent than can be directly provided 
by State Governments. State Governments have been providing to Pan¬ 
chayati Raj institutions small loans and grants for the building up of re¬ 
munerative assets. Amounts provided for this purpose in 1962-63 in 
some States are shown below : 


(Rs. in lakhs) 


Andhra Pradesh .. .. 23 

Madras .. .. 69 

Madhya Pradesh .. .. 2 

Mysore. 2 

Orissa .. .. .. .. 4 

Punjab .. 8 

Rajasthan . 50 

Uttar Pradesh. 10 
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8.6. Further, it will be essential that the authority, which gives loans, 
should be able to give expert advice regarding the use of such loans and to 
exercise strict watch over the nature of assets that are created and the 
functioning of the enterprises that are started. 

8.7. Panchayati Raj institutions require loans for the following pur¬ 
poses : 

(a) Public utility undertakings like water supply, drainage and 
electric lighting. The State Governments may like to subsi¬ 
dise such undertakings for servicing the loan partly and for 
servicing the rest a special fee may have to be levied on the 
beneficiaries; 

(b) Construction of shops, markets, hotels and cinema houses 
which will ensure a steady and growing income as a result 
of growth of population and the urbanisation of rural areas. 
It is not intended that Panchayati Raj bodies should them¬ 
selves run the shops, hotels or cinemas. They will own the 
premises and buildings and rent them out. In the States, 
where the whole or part of the proceeds of the entertainment 
and show taxes go to Panchayats or Samitis, the construction 
of cinema houses in populous areas will give not only rental 
income but also greater receipts from these levies. In rural 
areas, private capital has not yet entered into this field except 
in a few States. In the case of shops and hotels, it is desir¬ 
able that they should be owned by Panchayati Raj bodies in 
the interest also of health and hygiene. Some Panchayats 
are already reaping good dividends from shops and markets 
and it is desirable that as many as possible should be enabled 
to benefit by such remunerative assets; 

(c) Purchase of tractors, pumping sets, borewell units, threshers, 
agricultural implements and other equipment to be hired out 
to agriculturists and cooperative societies and for plantations 
and afforestation. In dry areas, with scanty rainfall it is 
not often possible to retain moisture except by rapid ploughing 
through a tractor. Big agriculturists who can contribute the 
capital, own tractors privately. Therefore, it becomes diffi¬ 
cult for a cooperative society of smaller agriculturists to 
raise sufficient capital to own tractors. During our visits in 
Orissa, a Panchayat, which was executing successfully a con¬ 
tract for supplying road metal from quarries, stated that its 
profits would considerably increase if it had its own transport. 
Wherever lands have come to Panchayats, either as community 
lands or unreserved forests, there is scope for undertaking 
plantations and afforestation. We saw in Madras a Pan¬ 
chayat having a large cocoanut plantation which after 7 or 8 
years was likely to give good annual income. Scientific 
afforestation of even 20 to 30 acres of land with expert advice 
relating to cutting and replanting may make a Panchayat area 
self-sufficient in firewood and save the money spent on kero¬ 
sene fuel; 

(d) Scientific pisciculture which may become a valuable source of 
income. We are glad to note that this is being undertaken 
on a State-wide basis by the Orissa Government; 
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(e) Several kinds of industrial undertakings which can he taken 
up by Panchayats, Samitis or Zila Parishads. Small-scale 
industries, like rice and flour mills, brick-making, bone crush¬ 
ing, canning of fruits and bottling of fruit juices, are suitable 
for Panchayats. Bigger industries, like manufacture of 
agricultural machinery, bicycle parts and light engineering and 
processing industries, may be taken up by Samitis and Zila 
Parishads. We have actually seen a few successful ventures 
of each type in one State or the other. 

8.8. It may be argued that it is the province of cooperative movement 
to take up such industrial enterprises. We would certainly like indus¬ 
trial cooperatives of every type and size. But, we do not think they 
should be the sole form of public enterprise in agriculture, and small-scale 
or medium size industries which would be too small to be taken up by 
Central or State Governments. In an industry like that of handloom or 
even in the case of sugar factory where the members contribute the bulk 
of raw material or skilled labour, the industrial cooperative may be a better 
form. But, where the workers are comparatively poor and unskilled and 
substantial capital and technical skill is required as in the case of a modern 
brick and tile factory, Panchayat Samitis and Panchayats can more easily 
take up the industry as a public enterprise. There can be no objection 
to giving it a cooperative form by Panchayat Samitis, Panchayats and 
workers becoming members, but, the main capital, management and risk 
will have to be that of Samiti or Panchayat. 

8.9. We are convinced that loans to Panchayati Raj bodies for these 
purposes cannot be adequately given by the State Departments and even 
where it is possible, it is desirable to give loans through a special institu¬ 
tion which will function purely as a financial concern, free from any kind 
of political influence. We, therefore, recommend that— 

(i) every State Government should establish a Panchayati Raj 
Finance Corporation; 

(ii) State Government should fix its authorised capital, subject to 
the minimum and maximum limits of one crore of rupees and 
five crores of rupees respectively; 

(iii) the authorised capital should be divided into fully paid up 

shares of Rs. 100 each and issued to the following parties in 
the proportions indicated: 

Per cent 

O) Panchayats, Panchayat Samitis and Zila Parishads .. .. 20 

( b ) State Government. 20 

(c) Central Government . 20 

(<0 Reserve Bank of India and Life Insurance Corporation of 

Indla .. . 20 

(e) Cooperative Banks, Scheduled Banks, Insurance r Companies 

and other financial institutions having branches in the State 20 

If each Panchayat is allotted one to ten shares and a Samiti 
and a Zila Parishad, 10 to 100 shares the quota suggested for 
them can be easily subscribed; c 

(iv) the share of the Finance Corporation should be guaranteed by 

me State Government as to the repayment of principal and 
minimum dividend; F 
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(v) the shares of the Corporation should be approved securities; 

(vi) the Corporation should be empowered to issue and sell bonds 
and debentures for the purpose of increasing its working capi¬ 
tal and such bonds and debentures should be guaranteed by 
the State Government; 

(vii) its Board of Directors should consist of the following: 

( a ) a Managing Director appointed by the "State Government 
in consultation with the Reserve Bank; 

( b ) three Directors, one each to be nominated by the State 
Government, Central Government and the Reserve Bank; 

(c) two Directors, one to be elected by the Presidents of Zila 
Parishads and the other by the Chairmen of Panchayat 
Samitis; and 

(d) one Director to be elected by the parties referred to in 
item (iii) (e); 

(viii) an elected Director should hold office for four years and a 
nominated Director, during the pleasure of the nominating 
authority; 

(ix) the Chairman of the Board should be nominated by the State 
Government from among the Directors not being the Managing 
Director; 

Cx) the Corporation may give loan to a Panchayat, Samiti or Zila 
Parishad for the purposes broadly stated earlier; 

(xi) a loan may be for periods of 5 to 25 years as may be necessary 
nr desirable in relation to the purpose for which it is sanctioned; 
and 

(xii) the Corporation should undertake to train and maintain a body 
of experts to give to Panchayati Raj institutions applying for 
loans advice regarding financial, technical and other aspects of 
the projected undertakings. 

8.10. We consider this as an important and far reaching recommendation. 
We discussed the idea with the Government of States we visited and most 
of them welcomed it enthusiastically. We do not think that any of the 
existing financial institutions in the State or the Centre can take sufficient 
interest in the development of remunerative undertakings of the Panchayati 
Raj institutions or divert sufficient funds for the purpose. We earnestly 
hope that the Central and State Governments will accept the recommenda¬ 
tion and implement it at an early date. Legislation will have to be passed 
by Parliament on the lines of the State Financial Corporations Act. We 
are sure that the Corporation will not allow any Panchayati Raj institution 
to take undue risk to affect its solvency. 



9. BUDGET ACCOUNTS AND AUDIT 


9.1. The importance of proper budgeting cannot be over-emphasised. 
We regret to say that our experience of the budgets of Panchayati Ray 
bodies has not been generally happy. In most cases, there was no relation 
between the budget estimates and the actuals. This is not entirely the 
fault of Panchayats and Samitis. The quantum of grants and subventions, 
which are due from the State Government, is not intimated to them in time 
and they put arbitrary estimates lest omission should prejudice their case. 


9.2. The assistance from the State Governments to Panchayati Raj bodies 
may be classified into three broad categories, viz. : (i) share of taxes and 
statutory grants, (ii) grants and loans for plan and other development 
schemes, and (iii) grants and subventions for non-plan purposes such as 
maintenance of staff and institutions, matching, equalisation and deficit 
grants. The shares of taxes and statutory grants, wherever based on popula¬ 
tion, are a definite amount and there should be no difficulty for Panchayats 
and Samitis to provide for them in their budgets accurately. Where they 
depend on the actual receipts of a tax, fee, etc., the variation between the 
budgetary provision and actual payment will be minimised if disbursements 
in a year are based on the previous year’s actuals. For this purpose, the 
items of assistance to be included in the budget of a Panchayati Raj Institu¬ 
tion should be calculated by the State Government on the basis of the 
actual collections of the first half-year and the estimated collections for the 
second half of the year preceding the budget year. These amounts should 
be intimated to Panchayati Raj institutions well in advance of the time 
fixed for the preparation of their budget. It is undoubtedly difficult to 
estimate closely the expenditure on new development. The State Govern¬ 
ment will have to make special efforts to arrive at firm decision regarding 
the schemes to be executed by Panchayati Raj institutions and the amounts 
to be given to them for the purpose by way of grants and loans and to 
intimate the same to the institutions concerned well in advance of the pre¬ 
paration of their budget. These bodies will not include in their budgets 
any provision for which they have not received intimation from the State 
Government. Grants for maintenance of staff and institutions should be 
easy to work out and it should be possible for Panchayati Raj bodies them¬ 
selves to prepare estimates based on the expenditure actually being incurred 
or likely to be incurred. Similarly, for the matching grants and deficit 
adjustments, where the Government orders are clear, it is for the Panchayati' 
Raj bodies to make a proper provision in their budgets in accordance with 
their anticipated performance. So far as equalisation grants are concerned 
it is for the State Government or the Zila Parishad as the case may be to 
indicate what provisions should be made in the budgets of those bodies 
which are likely to get such grants. An intimation on this account also 
should be sent to such bodies well in time. 


9.3. In the case of their own taxes, Panchayats and Samitis should make 
provision in their budgets for such taxes only as have to be actually levied 
in the budget year and the proceeds from which can be reasonably estimated. 


9.4. Where a Samiti proposes to execute a scheme in the area of a 
Panchayat for which the latter has to make a contribution, that Samiti should 
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take a firm decision and inform the Panchayat about the quantum of con¬ 
tribution. We suggest the practice of deciding upon such schemes at least 
six months in advance of die budget year so that the sanction of Govern¬ 
ment may also be obtained for any contribution it may have to make under 
the rules. 

9.5. One other factor which makes the budgets of Panchayats unreal is 
the deplorable failure of collection of taxes and dues. It is essential that 
the taxes, etc. provided for in the budget are promptly collected. We have 
already discussed the proposal of combining the functions of village accoun¬ 
tant and Panchayat Secretary in one person. If this is done,, it may be 
expected that the taxes of Panchayats will be collected more efficiendy. 
Even now most Panchayat Acts provide that arrears of Panchayat taxes may 
be collected as arrears of land revenue, but, this is generally a pious provi¬ 
sion. Generally, Presidents of Panchayats do not send to revenue authori¬ 
ties lists of arrears for collection. When they do so, the revenue authorities 
do not attach the same importance to their collection as to the collection 
■of land revenue and other State taxes. We feel that this state of affairs 
should change radically. If, for a few years, the collection of Panchayat 
taxes is made with some amount of firmness, the people will realise the 
benefits which flow from the prosperity of Panchayats and pay the taxes 
readily. A suitable penalty, say of 10 per cent, may be levied on all 
arrears and the proceeds of this penalty may be utilised by the revenue 
authorities or Panchayat Samitis for appointing special staff for collection of 
arrears. We have already suggested special matching grant as an incentive 
for tax collection. Generous prizes may be offered to Panchayats which 
levy taxes at reasonably high rates and collect hundred per cent of its 
assessment. 

9.6. Time schedules have been prescribed for Panchayats to submit their 
budgets either to prescribed authorities or to Samitis as laid down in Acts 
or Rules. Wherever a Samiti has to approve a Panchayat budget, arrange¬ 
ments should be made to have this done as soon as a budget is received. 
It is not realistic to .expect a meeting of the whole Samiti to examine all 
budgets in detail. Generally, Block Development Officers put up Jo Samitis 
the budgets with their own recommendations and Samitis pass them in a 
routine manner. In many cases. Block Development Officers themselves 
have no time to look into Panchayat budgets and rely upon Panchayat 
Extension Officers scrutiny. We recommend that where Samitis have to 
pass the budgets of Panchayats, the power should be delegated to Finance 
■Committee of Samiti or a small sub-committee of that Committee. This 
Committee or sub-committee will have to meet for sufficiently long periods 
to scrutinise the budgets effectively and it should be the duty of the Block 
Development Officer to assist it with his observations and comments. 
In Madras, it is the Revenue Divisional Officer who scrutinises the budgets 
and suggests changes. It is for Panchayats to accept the changes or not 
and if it refuses to do so, the matter is referred to the District Collector for 
final decision. The District Collector and the Government are the similar 
authorities for Unions. 

9.7. In this connection, we may refer to the principle involved in the 
scrutiny and approval of Panchayat budgets by the Samiti or an independent 
Government officer. It is argued that the budget of an elected body like 
Panchayat should be approved or modified only by a higher elected body 
i.e. a Samiti. This is considered to be appropriate, especially as Samiti itself 
generally consists of the heads of constituent Panchayats. On the other 
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hand, it is argued with equal plausibility that it is wrong to submit the deci¬ 
sion of one elected body to the judgment of another, that every elected body 
should be autonomous in its own sphere, that an expert scrutiny alone should 
be provided and that this principle will ensure simplicity and speed in the 
finalisation of budgets. We do not think this matter can or should be 
decided by mere theoretical argument. We suggest that State Governments 
should keep an open mind and be guided by actual experience. If a Samiti 
is inclined to interfere with the budgets of Panchayats too much or in a 
discriminative manner, the Government should have no hesitation in chang¬ 
ing over to the Madras system. On the other hand, if the Revenue Divi¬ 
sional Officer in Madras assumes a superior attitude and treats Panchayats 
as subordinate agencies, the procedure of scrutiny by Samiti may be adopted. 

9.8. The same considerations hold good in the case of the scrutiny and 
approval of the budget of Panchayat Samiti. However, in view of the com¬ 
position of Samitis and the existence of an executive officer of the standing 
of the Block Development Officer, external scrutiny and approval should 
ordinarily be a mere formality. There should be no objection even to 
abolish this formality whenever the budget of a Samiti is passed by a large 
majority, say 3/4ths. It is only the budgets of those Samitis which are 
tom by factions that should be liable to external scrutiny and approval. This 
procedure may exercise a healthy influence in reducing the spirit of faction. 

9.9. We do not think there is any need for us to make any suggestions 
regarding the budget of Zila Parishad. 

9.10. As a separate Study Group is inquiring into and making recommen¬ 
dations in relation to accounts, audit and other ancillary matters relating 
to Panchayati Raj institutions, we have no desire to deal with these topics in 
detail. We, however, wish to make here a few suggestions which may be 
considered along with the recommendations of that Study Group. 

(a) The form of Panchayat accounts should be as simple as possible. 
The present practice of mixing up ad hoc income and capital 
expenditure with the items of normal receipts and expenditure 
is not desirable. The ordinary recurring receipts on the income 
side and the normal committed expenditure on the disbursement 
side should be kept separate from receipts and expenditure of a 
capital nature so that Panchayat may be aware whether it is 
solvent or not. Special contributions in the form of grants or 
loans received from its Samiti, the State Government or from 
other sources should be distinctly shown as such on the receipts 
side of the accounts. Similarly, expenditure on development 
works executed on behalf of Samiti and that on its own works 
like construction of Panchayat Ghar should be kept separate 
from each other on the expenditure side of the accounts. 

(b) We were surprised to find that in Mysore Samiti budgets 
supplied to us the receipts on account of loans and grants'for 
community development programme and expenditure out of 
such receipts were not provided for. Pending the adoption of 
our proposal for an integrated schematic development budget 
for Samiti as in Madras, its budget should be a consolidated 
one showing its own ordinary receipts, community development 
loans and grants, other development grants from the State 
Government Departments, loans and contributions from 
Panchayats for works which are its responsibility. On'the other 
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side, the salaries of all staff. Community Development and 
non-Community Development, should be included even if they 
are paid directly by the Government and the payment by the 
Government for this purpose may be shown as receipt. 

(c) Grants to Panchayats by Samiti for their schemes such as drink¬ 
ing water works or Panchayat roads, should be shown in 
Samiti’s budget as such. 

(d) It is also essential that Samiti should show in some manner or 
the other the cumulative value of all permanent assets which 
have been created either through grants, loans, contributions or 
its own resources. 

(e) Wherever, a particular public utility or remunerative undertaking 
has been financed by loan, proper commercial accounts 
should be maintained. 


9.11. A Panchayat Officer is expected to scrutinise periodically the accounts 
of Panchayats and a District Panchayat Officer, the accounts of Samitis. In 
Kerala, where there is only a small number of Panchayats within a Samiti, 
the Panchayat Officer is able to inspect Panchayat accounts at least once a 
month. This may not be practicable in other States, but, we consider it 
essential that every Panchayat should be inspected at least once in three 
months by Panchayat Extension Officer and wherever this is not possible 
with one officer, another should be appointed. It should be the responsibility 
of this officer to inspect the accounts and cash balances and see that no 
misappropriation or falsification of accounts has taken place. If he does 
not detect them, he should be made equally responsible with the Panchayat 
President and Secretary. 

9.12. There is always the danger of loss or destruction of account books 
of Panchayats through accident or criminal motive. In Kerala, we found that 
Secretary of Panchayat made out daily a copy of the day book and of the 
cash book and sent it to Panchayat Officer. Wherever practicable, this will 
be an almost fool-proof method against malpractices in connection with 
Panchayat accounts. Where Panchayats are too many to make this practi¬ 
cable, at least a weekly statement should be sent to Samiti where it should 
be scrutinised and filed properly. 


9.13. In the case of Panchayats, keeping of considerable amount of cash 
either on account of collections or for purposes of expenditure presents a 
problem. It is desirable that all receipts should as far as possible be 
deposited in a bank account and money for expenses drawn from it in 
accordance with strict rules and procedures. In Madras, the Panchayat 
Samiti has been made the banker for all its constituent Panchayats A 
special chest with a minimum balance is kept at the office of Panchayat 
Samiti. In many States, every panchayat has got an account in the nearest 
treasury or sub-treasury. We found that in the case of some Panchayats, 
the treasury accounts showed only the grants received from Government and 
not the collections of Panchayats. Wherever the account is kept in the 
treasury, it should be obligatory for Panchayat to deposit all collections and 
draw cash for its expenses. An imprest of cash may be kept at the office 
tor current expenditure and it may be periodically recouped. There should 
be no objection to Panchayats having accounts in a Post Office Savings 
Bank * bfanch ° f a sdleduled bank or a Central or District Cooperative 
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9.14. Except where a Panchayat or a Samiti accepts an endowment for a 
particular purpose viz. a scholarship or provision of midday meals, it should 
not be encouraged to make long-term investments merely for earning 
interest. They should be persuaded to use their balances for constructive 
purposes, including the development of remunerative undertakings. 

9.15. Provision generally exists in State Acts for audit of accounts of 
Panchayati Raj institutions by auditors appointed by the State Government. 
It is necessary that the accounts should be audited and the audit report 
made available within six months of the end of a financial year. We suggest 
that a special branch in office of the Examiner of Local Fund Audit should 
be organised in each State for this purpose. It should be impressed upon 
Panchayats and Samitis that the defects pointed out by auditors should be 
promptly remedied and satisfactory explanation offered to meet the audit 
objections. Where a Panchayat or a Samiti fails to correct its defects in 
the light of the audit report, it should be dealt with seriously. A special 
meeting of Panchayat and Samiti should be held for the consideration of 
audit report within 30 days of its receipt and the result of the discussion 
should be sent to supervising authority. 



10. GENERAL 


10.1. In this section, we propose to deal with some matters of general 
importance to all Panchayati Raj institutions. These institutions are still in 
a state of flux. Legislation has yet to be passed in Kerala, Jammu & 
Kashmir and West Bengal for setting up Samitis and Zila Parishads. In 
Bihar, Madhya Pradesh and Uttar Pradesh, rules have to be framed, elec¬ 
tions have to be held and the institutions have to be brought into existence, 
though Acts have been passed. Andhra Pradesh was one of the earliest 
States to bring into existence all the three tiers of Panchayati Raj, but, the 
law relating to Panchayats is being revised and a comprehensive bill, which 
has been scrutinised by a Select Committee, is pending before the Legisla¬ 
ture. In Mysore, a Committee set up for a similar purpose is reported to 
have submitted its recommendations. While all these steps to establish and 
revise the set up of Panchayati Raj institutions are to be welcomed, it is 
desirable that they should be completed as early as possible and a fairly 
long period of stability and continuity assured. Frequent changes in their 
structure, functions and resources will prevent Panchayati Raj bodies from 
taking root and will create around them an atmosphere of uncertainty. 
They will undoubtedly require continual watching, readjustments and 
periodical review, but, actual revision of Jaws and rules should be under¬ 
taken only after sufficient experience of their working has been gained. 

10.2. The conditions of sendee and the changes of promotion of the various 
classes of staff of Panchayati Raj institutions should be clearly defined. In 
Maharashtra, all Class I and Class II officers belong to the State Services 
and, for each Zila Parishad, a District Technical Service Class III, a District 
Service Class III and a District Service Class IV have been constituted. All 
employees of Zila Parishad and Panchayat Samiti belong to these services. 
The recruitment is made by Divisional and District Selection Boards and 
the salaries and other conditions of service are regulated by rules. In 
Madras, Executive Officers and Commissioners belong to the State Services 
and the Government has power to constitute any other class of employees 
into a separate service for the whole or any part of the State. In Rajasthan, 
a Panchayati Raj Service Commission at State level has been set up and 
recruitment to services is made by a Committee at district level, presided 
over by a member of this Commission. The employees of Panchayati Raj 
institutions should belong either to a State or a district cadre. This will 
facilitate transfers and provide opportunities for promotion. The salaries, 
allowances and other conditions of service should, as far as possible, be the 
same as those for State Government employees of similar categories. It will 
be unfortunate if disparities like those existing between the Centre and the 
States are allowed to emerge between the State Government servants and 
those under Panchayati Raj institutions. The employees in any class 
belonging to these institutions should have the same chances of promotion 
to a higher grade as similar employees directly under the State and, when 
they are so promoted, their service under a Panchayati Raj institution should 
be counted for seniority, pension, etc. 

10.3. The need for training, research and evaluation has been widely 
recognised. Both at the Centre and in tire States, institutions exist for the 
training of Extension Officers, Village Level Workers, Panchayat Secretaries 
and others. We suggest that training in budgetary and accounting procedure 
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should be particularly emphasised in the case of Panchayat Extension 
Officers and Secretaries. 

10.4. We have recommended the setting up of Panchayati Raj Finance 
Corporations for the development of remunerative assets. It is desirable 
that, in order to facilitate the work of these Corporations, there should be 
an Institute in each State to study the scope for such remunerative under¬ 
takings in particular areas and to undertake pilot projects. In this connec¬ 
tion, we may refer to the very good work done by the Planning, Research 
and Action Institute of Lucknow. Ultimately, the State Panchayati Raj 
Finance Corporation may assume the control and financing of such institutes. 
But, immediately it is desirable to set up Institute as an autonomous body 
managed by representatives of State Government, Universities and other 
bodies interested in Panchayati Raj. It will have to be financed mainly by 
Central and State Governments. It is also desirable that this institute 
should have wings for evaluation and studies relating to various aspects of 
Panchayati Raj and their impact on the economy and psychology of rural 
India. 

10.5. The success of Panchayati Raj will largely depend upon the emer¬ 
gence of enlightened and public spirited leadership at the Panchayat, Samiti 
and Zila Parishad levels. As education upto the age of 14 is, according to 
the Constitution, to be universal and compulsory, it may be expected that, 
in due course, a large number of members of Panchayats and most of the 
members of Samitis and Zila Parishads will be persons educated upto the 
high school standard, with a sprinkling of graduates. We recommend, 
therefore, that all high schools should provide for teaching about Panchayati 
Raj. This should be supplemented by periodic voluntary service camps of 
boy-scouts, National Cadet Corps and other such groups organised in villages 
in consultation with the local authorities of Panchayati Raj. In colleges 
and Universities, the study of problems relating to Panchayati Raj should be 
encouraged by making it a special subject or an integral part of social 
sciences. 

10.6. It is desirable that all grants and subventions, including specific 
and purposive departmental grants, are pooled at the State level and sent in 
a consolidated form to various Panchayati Raj institutions. For this purpose, 
a high level officer should, at least in bigger States, be exclusively in charge 
of financial matters concerning these bodies. 

10.7. Commissioners and District Collectors have been given powers of 
supervision and guidance. We found that, in many places, District and Sub- 
Divisional Officers were taking keen interest in the working of Panchayati 
Raj institutions and the Presidents and Chairmen of Samitis and Panchayats 
were freely accepting their guidance. We wish this were universal, but, 
unfortunately it is not. The future of Panchayati Raj in any State depends 
to a great extent on the pattern of relations that develop between it and the 
District and Divisional Officers. We suggest that Ministers in charge of 
Panchayati Raj should devote special attention to this matter and see that 
cordial relations are maintained between the officers and Panchayati Rai 
bodies. 

10.8. The availability of accurate information, particularly about the 
fmances of Panchayati Raj institutions, is of great importance. It should be 
the duty of every Samiti to compile, in a prescribed form, the actuals of 
income and expenditure for the previous year and the estimates for the 
current and budget years of all the Panchayats and send this compilation 



46 


to its Zila Parishad. The latter should similarly prepare consolidated state¬ 
ment of budgets of Panchayats and Samitis within its jurisdiction and 
forward it to die State Government where consolidated tables for the whole 
State may be prepared and published. Such a statement should, in our 
view, be presented annually to the Legislature of each State. The Ministry 
of Community Development and Cooperation should prepare consolidated 
statements for the country as a whole and publish them together with the 
Statewise tables. These compilations will not only help the Governments 
and the public to watch the progress of Panchayati Raj, but will also help 
Panchayats, Samitis and Zila Parishads in each State to compare their per¬ 
formance with those of other States. A healthy competition among them 
can result in nothing but good. 

10.9 Earlier, we have referred to matching grants and prizes which may 
foster competition and induce better performance on the part of Panchayats, 
Samitis and Zila Parishads. Often, these tend to benefit institutions which 
are richer and better placed than those which are weaker and poorer. It is 
desirable that Panchayats and Samitis are classified into three or four 
groups according to their capacity to raise resources. This cannot be done 
on the basis of mere assessment or collection. A Panchayat or a 
Samiti, which is inherently poor, may get more income by levying taxes at 
maximum rates and making full collection than another which is richer, but, 
levies taxes at low rates or makes poor collections. Therefore, there is 
need to assess systematically the capacities of Panchayats and Samitis to 
raise resources and to classify them accordingly. It will then be possible to 
ensure that proportionately greater assistance is given to poorer categories. 
The manner in which an institution uses its resources is no less important 
than the actual extent of these resources. Methods will have to be devised 
to estimate the extent of economy and efficiency in the achievements of 
Panchayats and devise suitable forms of recognising meritorious perfor¬ 
mances. In this connection, it may be pointed out that in Madras, for 
matching grants for education and other purposes, Unions have been divided 
into four classes according to their per capita land revenue. While we 
appreciate this, a broader basis of classification may have to be evolved. 

10.10. Backward areas, particularly hilly areas, inhabited By scheduled 
tribes present special problems. A routine introduction of Panchayati Raj 
in such areas on the general pattern is not likely to do any good. We found 
in Orissa that Panchayats were so big in area with scattered hamlets, each 
consisting of a few houses, that it was difficult for the members to walk 
many miles to attend a Panchayat meeting. On the other hand, as a Samiti 
had a well organised office located at a central place, its meetings were 
generally well attended. It is possible that the three-tier system may not 
be quite suitable in the peculiar circumstances of such areas and it may be 
necessary to devise special institutions and procedures. 

10.11. Panchayats and Samitis situated in forest areas, where there is little 
agricultural land and consequently insignificant land revenue, demand with 
justice that a proportion of forest revenue similar to that of land revenue 
and cess thereon should be given to them. If our recommendation for a 
minimum per capita grant of one rupee for Panchayats is accepted, there 
may not be much point in this so far as Panchayats are concerned. Still, it 
is worth considering whether the State Governments will be able to give 
more satisfaction to these bodies by a share of such revenue rather than 
meeting their deficit. These observations hold good also ih respect of 
quarrying and mineral royalties, etc. 
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10.12. The finances of Panchayati Raj institutions are not such that they 
can be permitted to indulge in expenditure on demonstrations or making 
donations for public purposes not directly concerning them. For instance, 
we found that some Panchayats and Samitis in Punjab had made large dona¬ 
tions to the National Defence Fund. Though the purpose was unexcep¬ 
tional, we feel that this was not a right thing to do. The National Defence 
Fund is intended to represent the contribution of the people in addition to 
taxes, etc., they give. We, therefore, recommend that all donations for such 
purposes and expenditure, in excess of a small minimum on receptions and 
ceremonial occasions should be prohibited. 

10.13. Many Panchayats complained that though land and other property 
had been transferred to them by Acts or rules and orders made under them, 
they did not get actual title or possession on account of lack of survey maps, 
encroachments and certain legal difficulties. We think that special attempts 
should be made to assist them in overcoming these difficulties as quickly as 
possible. Where Panchayati Raj institutions get involved in litigation, 
proper arrangements for legal advice and assistance should be made and, 
in suitable cases, financial help also should be given. 

10.14. In some places, Panchayat has taken up the agency for collection 
of Small Savings and of the Life Insurance Corporation. We think that this 
will be a useful means of adding to the income of Panchayats. We there¬ 
fore, suggest that the authorities concerned should give preference to 
Panchayat in its corporate capacity for agency and offer to individuals only 
when Panchayat is not willing to take up. 

10.15. In every village, there are some old and disabled persons who are 
destitute. Some State Governments have started schemes for helping them. 
In all such cases, help should be given through Panchayati Raj institutions 
which should also share the burden to some extent wherever possible. In 
other countries, this was the major purpose for which local bodies were 
instituted. The joint family system in India provided some kind of protec¬ 
tion for such persons. But, it is disappearing and measures are necessary 
to assist the helpless. The evolution of social security in the future will be 
facilitated if accurate registers of births, deaths and marriages are kept. 
Compulsory registration of marriages may also incidentally bring some 
income if a small fee is attached to such registration. 

10.16. There is a long tradition of voluntary charity among our people. 
Hitherto, it was largely directed towards temples, maths and other religious 
purposes. It has now become common for rich persons to build or endow 
schools, colleges and hospitals. Panchayati Raj institutions should cherish 
this tradition and make full use of it for promoting welfare of the villages. 
Grain collections at the time of harvest can be a good source of financing 
mid-day meals or free supply of books and clothing to poor children. If 
small hundies are kept in every house and one or two naye paise dropped 
daily in them, the total collection may be substantial. If such collections 
are made for a specific charitable purpose such as relieving the sick or help¬ 
ing the destitute, there may be generous response. It is customary to 
offer gifts when births, marriages and other events are celebrated. Pancha¬ 
yat should endeavour to attract such gifts. For all these purposes, leader¬ 
ship and popularity are essential and we earnestly hope that they may be 
forthcoming in many places. 

10.17. The names and titles used to designate the three tiers of Panchayati 
Raj and their heads vary widely from State to State. They are listed in 
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Annexure VII. It may be worthwhile considering whether some degree of 
uniformity should be attempted in the nomenclature so as to avoid confu¬ 
sion in inter-State comparisons and all-India reports. 

10.18. It is essential that the Panchayati Raj and Cooperative institutions 
should work harmoniously at the various levels. We note that a Working 
Group constituted by the Government of India to consider the relations 
between Panchayats and Cooperatives submitted a report in October, 1961. 
We have no desire to comment on their recommendations as they do not 
form part of our terms of reference and we have not discussed them with 
the representatives of Cooperative organisations during the course of our 
study. However, it has been pointed out to us that while the cooperative 
organisations are given statutory representation on the Samitis and Zila 
Parishads, there is no reciprocal representation of the latter in the coopera¬ 
tive organisations. Wherever Cooperatives deal with the distribution of 
seeds, fertilizers, etc., the Panchayati Raj institutions are vitally interested 
in ensuring that this distribution is equitable and the poorer and weakers 
sections get a fair deal. It is also too much to expect, as envisaged by the 
Working Group, that the Panchayati Raj institutions will be engaged in the 
active promotion of the Cooperative movement without having some voice 
in their policies and operations. We, therefore, suggest that when Pancha¬ 
yati Raj institutions have come to be firmly established in all States, the 
problem of mutual cooperation may be re-examined with the help of 
representatives of both sides. 

10.19. The extent to which the State Governments are assisting Panchayati 
Raj bodies by way of grants and loans is shown in the statements in 
Annexure VIII. 

10.20. It is natural for the Central and State Governments to proceed on 
broad general principles and think that injustices and inequalities that result 
from their uniform application are unavoidable. This may be true to some 
extent, but, patient attention to the problems of particular Panchayats and 
Samitis and willingness to make minor adjustments may not cost much 
burden on the State finances, but, may result in much satisfaction. The 
popularity of Panchayati Raj institutions is as much a national asset as their 
efficiency and resourcefulness. 



11. CONCLUSION 


We are aware of the limitations of this report. We wish it could have 
been more thorough and comprehensive. But, we had to work under serious 
handicaps. Panchayati Raj is still in its infancy even in the States where it 
has been fully implemented. In some States, it has yet to be established. 
The statistical and other material available is not sufficient to arrive at 
precise conclusions on many points. We may also mention the difficulties 
of the Team itself. We were all part-time members and each of us had to 
participate in the work of the Team amidst other responsibilities. The 
staff at the disposal of the Team was very spall. Against these short¬ 
comings, may be set the fact that even an imperfect review at this early 
stage may be of great help in giving these institutions a favourable start. 
We earnestly hope that our recommendations will assist in strengthening 
their resources and will thereby enable them to be established on a firm 
foundation and render better service to the people. We feel that, after these 
bodies have functioned for some years, a comprehensive enquiry should be 
instituted to review the resources and finances and make suitable recom¬ 
mendations. There should be enquiries at State level on a uniform basis 
by agreement amongst the State Governments and this should be followed 
by an enquiry for the whole country instituted by the Government of India. 
At this stage it will be possible to view more clearly the financial position 
of various tiers of Panchayati Raj institutions and to evolve measures, 
including the setting up of special institutions, for periodic review and 


evaluation. 
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SUMMARY OF RECOMMENDATIONS AND SUGGESTIONS 


SI. Reference 

No. to Summary 

Paragraph 
No. 

(I) (2) (3) 

Section 4— Resources of Panchayats 

1. 4-6 House tax, profession tax and vehicle tax should be com¬ 

pulsory taxes of Panchayats. 

2. 4-7 Minimum and maximum rates of compulsory taxes should 

be prescribed. 

3. 4-8 House tax may be levied on the basis of capital value of the 

house. 

4. 4 9 There should be no exemption from the levy of house tax. 

5. 4-10 An independent agency for valuation of houses may be 

set up. 

6. 4-11 The maximum and minimum rates of house tax based on 

capital value of houses may be as follows :— 

(a) On a house of capital value not Minimum 25 nP. and 

exceeding Rs. 250. maximum Re. 1. 

(b) On a house of capital value Minimum 50 nP. and 
ranging from Rs. 251 to Rs. 500. maximum Rs. 2. 

(c) On a house of capital value rang- Minimum Re. 1 and 

ing from Rs. 501 to Rs. 1.000. maximum Rs. 5. 

(d) On a house of capital value of For every increase of 

over Rs. 1,000. Rs. 500 or part there¬ 

of the increase in the 
minimum and maxi¬ 
mum rate to be 50 
nP. and Rs. 2.50 
respectively. 

For town Panchayats, the rates may be higher. 

7. 4-12 Profession tax should be levied at rates similar to those 

proposed in the Andhra Pradesh Panchayats Bill 1963. 

8. 4-13 The rate of cycle tax should be fixed by Panchayat Samiti 

and made uniformly applicable throughout its area. Steps 
should be taken to see that municipalities within the area of 
Samiti levy the tax at the same rate. 

9. 4-14 Vehicle tax should be levied on all vehicles including bicycles. 

Motor vehicles should continue to be exempted. The mini¬ 
mum rate of vehicle tax should be Rs. 2 per annum, for all 
vehicles and the maximum, Rs. 4 per cycle and Rs. 10 per 
bullock-cart. 
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( 1 ) ( 2 ) 



(3) 


10. 4-15 

11. 416 

12. 4-16 

13. 416 


14. 416 

15. 4-17 


16. 4-17 

17. 4-18 

18. 4-20 

19. 4-21 

20. 4-21 

21. 4-22 


The circumstances and property tax imposed by the States of 
Bihar, Orissa and West Bengal should be split up into its 
component parts, viz., house tax and land tax, for greater 
precision, certainty of imposition and ease of collection. 

Kollagarum, a tax on produce sold in village by weight, 
measurement or number, may be an optional tax of Pan- 
chayats. 

The State Governments should consider the possibility of 
replacing octroi, where levied, by other progressive taxes. 

Pilgrim tax should preferably be levied by Panchayat Samiti 
or Zila Parishad, a part of the proceeds being given to 
Panchayats in the area of which pilgrim centres are located, 
and the rest utilised for the common benefit of the area of 
Samiti or of the district. The expenditure incurred in this 
connection should be shared suitably by concerned Pan¬ 
chayat, Samiti and Zila Parishad. 

The State Governments should consider the possibility of 
providing for levy by Panchayats of a tax on animals. 

The levy of fees for water supply, drainage, street lighting 
and conservancy should be optional. Where water supply, 
drainage or electric lighting is provided through loans, 
Panchayat should have the right to charge a fee from bene¬ 
ficiaries. The basis for fixing the rate of such fees may be 
the amount needed for servicing the loan or for covering 
the liability incurred in providing the service. 

In regard to the levy of licences and fees, the position in 
each State should be reviewed in the light of levies in different 
States so as to make the powers of Panchayats as compre¬ 
hensive as possible. 

The expenditure on Nyaya Panchayats should be met by 
the Government on the net cost basis, preferably at the 
Samiti level. 

Unless specifically exempted, all public land, trees, ponds 
and tanks with fishery rights therein, unreserved forests, 
choultries, rest houses and other buildings situated in a 
Panchayat area and not belonging to a private party should 
be transferred to that Panchayat. 

The proceeds of sale of abadi land should be used only for 
expenditure which will create permanent assets for Panchayat. 
Alienation of immoveable property by a Panchayat should 
be subject to permission or approval of a prescribed 
authority. 

In Panchayats where there are large unassigned areas of 
cultivable land, a minimum of one cent of land per capita 
should be given to Panchayat as non-alienable community 
property, while the rest may be retained with the Government 
for future assignment to landless labourers and others. 
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(1) 

(2) 

(3) 

22. 

4-22 

When there is not enough land available, the State Govern¬ 
ments should acquire and hand over to each Panchayat not 
less than 5 acres to be used as community property for house 
sites, compost making, tree planting, nursery and such other 
purposes. 

23. 

4-23 

Management of fishery ponds, even where fishery rights 
belong customarily to local communities of fishermen, 
should vest in Panchayats. 

24. 

4-23 

Cattle pounds should be the property of Panchayats, who 
should be given the right to fix rates for them. 

25. 

4-24 

In the case of markets classified as Samiti and Zila Parishad 
markets, a reasonable share of net income, may one-third, 
subject to a maximum of one rupee per capita should be given 
to Panchayats in the area of which fair is held or market is 
organised. 

26. 

4-24 

The question of sharing the income from markets, organised 
by Market Committees or Societies, with Panchayati Raj 
Institutions should be carefully examined by the State 
Governments. Panchayats and Samitis should be allowed 
to participate actively in the organisation of these markets. 

27. 

4-28 

Surcharge on stamp duty not exceeding 5 per cent of the 
value of property should be levied and collected by State 
Government. The proceeds within the area of a Samiti 
should be distributed in an equitable manner among that 
Samiti and its Panchayats. 

28. 

4-29 

The whole or a part of entertainment tax collected by State in 
rural areas should be shared with Panchayats and Samitis. 
Panchayats and Samitis may levy a show tax in addition. 

29. 

4-30 

The State assistance, if any, for the whole or part of the 
salary of Secretary of Panchayat should be in the form of 
purposive grant. Secretary should be paid directly by 
Panchayat. 

30. 

4-32 

The Governments, who derive income from the sale of 
Kendu leaf, may consider the desi ability of sharing this 
income with Panchayats or Samitis. 

31. 

4-33 

The entire tax demand of a Panchayat, excluding arrears, 
may be taken as the basis for matching grant and, if collec¬ 
tion of 75 per cent is made in a year, an amount equal 
to 15 per cent of such collection should be given as matching 
grant which should increase at least by 1 per cent for every 
additional 5 per cent collection. 

32. 

4-33 

The matching grant for Panchayats in backward areas 
should be on more liberal basis. 

33. 

4*34 

A basic minimum maintenance grant of Re. 1 per capita 
should be given to every Panchayat and this should be 
shared equally by State and Central Governments. 
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34. 

4-36 

For executing specific development projects, Panchayats 
should have powers to levy special tax on land revenue, 
house tax, or on some other basis. 

35. 

4-36 

In case voluntary contribution in cash or labour is insufficient 
to execute a development project, recourse may be had to 
labour tax. Defence Labour Bank or special levy payable in 
cash or labour. Voluntary contribution may be adjusted 
against these levies. 



Section 5—Expenditure of Panchayats 

36. 

5-2 

The expenditure on administration should not ordinarily 
exceed 25 per cent of the total income of a Panchayat. 

37. 

5-3 

Wherever revenue authorities feel confident and Panchayats 
agree, the work of revenue collection may be transferred to 
Panchayats. 

38. 

5-4 

Every Panchayat should have a Secretary who may perform 
also the duties of collection of land revenue and Panchayat 
taxes or that of the Village Level Worker, but a VLW should 
not be given the task of revenue and tax collection. 

39. 

5-6 

An over-head tank, a pipe line and taps for water supply 
at convenient centres should be an objective of all Pan¬ 
chayats. 

40. 

5-7 

Every Panchayat, which can afford, should engage one or 
more sweepers. 

41. 

5-8 

Street sweepings should, as far as possible, be converted 
into compost. 

42. 

5-9 

Special attention should be paid to the maintenance of 
village roads. 

43. 

510 

Special assistance, a part of which may be in the form of 
loan, should be given to Panchayats in areas which are 
badly in need of drainage facilities. 

44. 

511 

Electrification of villages should be speeded up. 

45. 

5-12 

Community broadcasting in the villages may be universalised 
and a proper maintenance organisation established for 
servicing community listening sets. 

46. 

5-13 

Where Panchayat has funds, a portion may be earmarked for 
construction of Panchayat building. 

47. 

5-14 

Where a development project common to several Panchayats 
and accepted by a majority of them, is held up for want of 
voluntary contributions from a few Panchayats, Panchayat 
Samiti concerned should be able to enforce a special levy 
on recalcitrant Panchayats. 
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Section 6. —Resources of Panchayat Samitfs 


48. 6-4 


49. 6-5 


50. 6-7 


51. 6-7 


52. 6-8 


53. 6-10 


54. 6-12 

55. 6-12 

56. 6-13 


The procedure followed in Madras of pooling all grants 
under the community development schematic budget and 
those from State Departments and of evolving a development 
schematic budget for Samiti may be examined by all other 
State Governments. The Government of India should 
encourage the States to adopt the procedure. 

An annual average per capita grant of Re. 1 should be made 
to each Samiti to be shared equally by the State and Central 
Governments and to be earmarked for maintenance of staff 
on an agreed pattern. The Centre’s share of the grant 
may be met by suitable adjustments within the grants now 
being made by it. 

To enable Samitis to participate in the evolution of the 
Fourth Plan, the Central and State Governments may inti¬ 
mate to them in advance the minimum and maximum finan¬ 
cial limits that can be made available to them by way of 
grants and loans. 

In the implementation of the plan, limitations imposed on 
Samitis should be in terms of broad categories like educa¬ 
tion, health, roads, etc., and so long as they conform to 
national pattern, the Samitis should have freedom to readjust 
the plan in the light of actual experience and the changing 
needs of the people. 

An amount of Rs. 400 crores @ Rs. 10 per capita of rural 
population should be allotted in the Fourth Plan for 
unspecified local development works to be given on a 
matching basis. 

Elementary education, a natural and essential function of 
the Panchayati Raj, should be transferred to Samiti or Zila 
Parishad. Its actual day to day management may vest in a 
Board set up by Samiti or Zila Parishad in which not only 
members of that body but also others with special knowledge 
and experience in the proper development of education should 
find a place. 

The entire expenditure on elementary education should be 
met out of grants and resources transferred specially for the 
purpose by the State Government. 

Every Samiti should have some additional funds at its 
disposal for initiative in effecting educational improvements. 

Not more than half the proceeds of resources transferred to 
Samitis, like share of land revenue or cess, stamp duty, 
entertainment tax, etc., should be earmarked for committed 
expenditure on schemes and institutions transferred to them 
and the balance of such expenditure should be financed by the 
State partly by general and partly by specific grants. 
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57. 

58. 

59. 

60. 
61. 

62. 


63. 


64. 

65. 


66 . 


67. 


68 . 


69 . 


6-13 Grants for maintenance of roads may be on the basis of 
mileage and those for repair and maintenance of irrigation 
sources, on the basis of acreage irrigated. 

6*14 There should be no confusion and overlapping in the taxa¬ 
tion powers of Panchayat Samiti and Zila Parishad. 

6-15 Contributions from Panchayats should be shown on the 
receipt side of the budget of every Samiti and the total 
expenditure on works belonging to the Samiti shown on 
the opposite side. 

6-16 The salaries and allowances of all staff working under Samiti 
should be paid from its funds and shown in its accounts. 

6-17 A Samiti should be free to add to the strength of its staff so 
long as it is able to meet the expenditure from the one rupee 
per capita grant and its own resources. 

6*18 Where it is too big to be managed by Panchayats, Samitis 
should be entrusted with the management of fairs, markets, 
ghats and ferries, tanks and plantations and share the pro¬ 
ceeds with Panchayats where these are located or orga¬ 
nised. 

6- 19 Every service or institution serving exclusively the area of 

a Samiti and being its legitimate function should be trans¬ 
ferred to it. 

Section 7— Zila Parishads 

7- 2 It is necessary to transfer some more elastic sources to 

Zila Parishad in Maharashtra so that it can be an effective 
organ of local Government at the district level. 

7* 7 Even a purely advisory District Council can render useful 

service if the matters on which it should be consulted are 
listed with imagination and precision and a convention 
established for modification or rejection of its recommenda¬ 
tion only by the State Cabinet. 

7 • 8 There should be definite principles and criteria for distri¬ 
bution of funds to Samitis through Zila Parishads. Where 
the distribution is more or less automatic, the funds may be 
sent directly to Samitis or Panchayats concerned without 
being channeled through Zila Parishads. 

7-8 The rights and duties of Zila Parishads, Samitis and Pan¬ 
chayats in any particular sphere of activity should be precise 
and beyond dispute. 

7-9 Zila Parishad or Samiti should not be empowered to levy 
contributions from a body belonging to a lower tier, ex¬ 
cept for executing development projects in the area of that 
body. 

7-10 The salaries of all staff working under a Zila Parishad! 
should be paid from the Zila Parishad’s funds. 
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70. 8-9 

71. 8-9 

72. 8-9 


'73. 8-9 


74. 8-9 


75. 9-2 


76. 9-2 


77. 9-3 


78. 9-4 


Section 8 —Loans to Panchayati Raj Bodies 

Every State Government should establish a Panchayati Raj 
Finance Corporation. 

State Governments should fix the authorised capital subject 
to a minimum of one crore of rupees and maximum of 5 
crores of rupees. 

Its authorised capital should be divided into fully paid up 
shares of Rs. 100 each to be issued among Panchayati 
Raj institutions, State Government, Central Government, 
Reserve Bank of India, Life Insurance Corporation, 
Cooperative Banks, Scheduled Banks, Insurance Companies 
and other financial institutions. 

The corporation may give loan to Panchayat, Samiti or 
Zila Parishad for public utility undertakings; construction 
of shops, markets, hotels, etc., purchase of tractors, pump¬ 
ing sets and bore well units; plantation and afforestation; 
scientific pisciculture and small-scale and medium indus¬ 
tries. 

The corporation should maintain experts to advise Panchayati 
Raj institutions, seeking loans, on the financial, technical 
and other aspects of the projected undertakings. 

Section 9 —Budget, Accounts and Audit 

For inclusion in the budget of a Panchayati Raj institution 
the items of assistance which depend on actual receipts of 
a tax, fee, etc., should be calculated by the State Govern¬ 
ment on the basis of the actual collections of the first half 
and the estimated collection of the second half of the year 
preceding the budget year. These amounts should be 
intimated to the Panchayati Raj institutions well in advance 
of the time fixed for preparation of their budgets. 

The State Governments should make special efforts to arrive 
at decisions on the schemes to be executed by Panchayati Raj 
institutions and the amounts to be given to them for the 
purpose by way of grant and loans and to intimate the same 
to the institutions concerned well in advance of the prepara¬ 
tion of the budgets. 

The Panchayats and Samitis should make provision in their 
budgets only for such taxes as are to be actually levied in 
the budget year, and the proceeds from which can be rea¬ 
sonably estimated. 

Samiti should adopt the practice of deciding upon schemes 
to be executed through Panchayats at least six months in 
advance of the budget year. 



( 1 ) ( 2 ) 


( 3 ) 


79. 9-5 A suitable penalty, say of 10 per cent, may be levied on all 

arrears of taxes and this penalty utilised by the revenue 
authorities or Samities for appointing special staff for 
collection of arrears. 

80. 9-5 Generous prizes may be offered to Panchayats which collect 

hundred per cent of their assessment. 

81. 9-6 Wherever Samiti is required to approve the budgets of its 

Panchayats, the power should be delegated to its Finance 
Committee. 

82. 9-10 The form of Panchayat accounts should be simple and should 

indicate independently the normal recurring receipts on one 
side and the committed expenditure on, the other. Special 
grants, contributions, its own matching contribution and 
loans, for development projects should be separately shown 
on the receipt side and expenditure on development works, 
either its own or of Samiti. should be shown on the ex¬ 
penditure side. 

83. 9-10 The budget of Samiti should reflect all receipts and expendi¬ 

ture, whether of the community development programme, 
its own resources, grants from development departments, 
contributions from Panchayats, or loans raised by it. The 
expenditure should include the salaries of all staff even if 
they are paid directly by Government. The payment by 
Government for this purpose should be shown as. 
receipt. 

84. 9 -10 Grants to Panchayats by Samiti for their works, like drink¬ 

ing water supply or Panchayat roads, should be shown 
separately. 

85. 9 • 10 Samiti should show in some manner or the other the cumu¬ 

lative value of all permanent assets created either through 
grants, contributions, loans, or its own resources. 

86. 9-10 Wherever a public utility or remunerative undertaking has 

been financed by loans, proper commercial accounts should 
be maintained. 

87. 9-11 Every Panchayat should be inspected at least once in three 

months by Panchayat Extension Officer to ensure that 
there is no misappropriation or falsification of accounts. 

88. 9-12 A weekly statement of receipts and expenditure should be 

sent by each Panchayat to its Samiti office where it should 
be scrutinised and filed properly. 

89. 9-13 All receipts of a Panchayat should as far as possible be 

deposited in a scheduled or cooperative Bank or Post 
Office Savings Bank and money for expenses drawn strictly 
according to rules and procedures. 
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90. 

9-14 

Panchayts should not be encouraged to make long-term 
investments merely for earning interest, but, should be 
persuaded to use their balances for constructive purposes 
including development of remunerative undertakings. 

'91. 

9-15 

A special branch in the office of the Examiner of Lcoal 
Fund Audit should be organised in each State to carry-out 
regularly the audit of the accounts of Panchayati Raj 
institutions. 

92. 

9-15 

It should be impressed upon Panchayats and Samitis that 
defects pointed out by auditors should be promptly remedied 
and satisfactory explanation offered to meet the audit 
objection. 

93. 

9-15 

A special meeting of Panchayat/Samiti should be held 
for consideration of the audit report within 30 days of its 
receipt, and the result of discussion should be sent to super¬ 
vising authority. 



Section 10—General 

94. 

10-1 

As frequent changes in their structure, functions, and re¬ 
sources will prevent Panchayati Raj bodies from taking root 
and will create around them an atmosphere of uncertainty, 
revision of laws and rules should be undertaken only after 
sufficient experience of their working has been gained. 

'95. 

10-2 

The salaries, allowances and other conditions of service of 
the employees of Panchayati Raj bodies should as far as 
possible be the same as those of State Government employees 
of similar categories. 

96. 

10-3 

Training in budgetary and accounting procedure should be 
particularly emphasised in the case of Panchayat Extension 
Officers and Secretaries. 

■97. 

10-4 

In order to facilitate the work of Panchayati Raj Finance 
Corporation, there should be an institute in each State to 
study the scope of remunerative undertakings in particular 
areas and to undertake pilot projects. It is desirable that 
it should have wings for evaluation and studies relating to 
Panchayati Raj. 

98. 

10-5 

All high schools should provide for teaching about Panchayati 
Raj and this should be supplemented by periodic voluntary 
service camps of boy scouts, National Cadet Corps, etc. 
In colleges and Universities, the study of problems relating 
to Panchayati Raj should be encouraged by making it a 
special subject or an integral part of social science. 

99. 

10-6 

All grants and subventions, including specific and purposive 
departmental grants, may be pooled at the State level and 
disbursed in a consolidated form to various Panchayati Raj 
institutions. 
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100. 

10-6 

A high level officer should, at least in bigger States, be 
exclusively in charge of financial matters concerning 
Panchayati Raj bodies. 

101. 

10-7 

Ministers in charge of Panchayati Raj should devote special 
attention to the development of cordial relations between the 
departmental officers and Panchayati Raj bodies. 

102. 

10-8 

Samitis, Zila Parishads and State Governments should 
prepare annually consolidated statements of income and 
expenditure of the institutions under them. The consoli¬ 
dated statements for all the tiers at the State level should 
be published and presented to State Legislature every 
year. 

103. 

10-8 

The Ministry of Community Development and Cooperation 
should prepare consolidated statements for the country as 
a whole and publish them with Statewise tables of income and 
expenditure. 

104. 

10-9 

Panchayats and Samitis may be classified into three or four 
groups according to their capacity to raise resources to 
ensure that proportionately greater assistance is given to 
poorer categories. 

105. 

10-10 

As the three tier system may not be quite suitable in the 
peculiar circumstances of backward areas, particularly 
hilly tracts inhabited by scheduled tribes, special institutions 
and procedures may be devised for them. 

106. 

10-11 

The State Governments may consider the possibility of 
sharing the income from forests, quarrying and mineral 
royalties with Panchayats which have every little agricul¬ 
tural land and consequently insignificant land revenue. 

107. 

10-12 

All donations for purposes such as those of National Defence 
Fund and expenditure on receptions and ceremonial occa¬ 
sions, in excess of a small minimum, should be prohi¬ 
bited. 

108. 

10-13 

Special attempts should be made to assist Panchayats in 
overcoming difficulties to obtain title or possession of land 
and property transferred to them by Acts or rules and orders 
made under them. When they get involved in litigation, 
legal advice and financial assistance should also be extended 
to them. 

109. 

10-14 

The authorities concerned should give preference to Pan- 
chayat in its corporate capacity, for agencies in respect of 
National Savings scheme and Life Insurance Corpora¬ 
tion. 

110. 

10-15 

Help to the disabled and destitutes should be given by 
Government through Panchayati Raj institutions which 
should also share the burden to some extent, wherever 
possible. 
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111. 

10-16 

Panchayats should endeavour to attract gifts and 
donations. 

112. 

10-17 

It may be worth while considering whether some degree of 
uniformity should be attempted in the nomenclature of 
Panchayati Raj institutions and their presiding officers to 
avoid confusion in inter-state comparisions and all-India 
reports. 

113. 

10-18 

When Panchayati Raj institutions have come to be firmly 
established in all States, the problems of mutual cooperation 
between Panchayati Raj bodies and cooperatives may be 
re-examined by representatives of both sides. 



Section 11—Conclusion 

114. 


After Panchayati Raj bodies have functioned for some years, 
there should be enquiries at State level on a uniform basis, 
by agreement amongst State Governments, to review their 
resources and finances. This should be followed by an 
enquiry for the whole country instituted by the Government 
of India. 



ANNEXURE I 
(See paragraph 1.3) 

1. Demi-official letter dated the 3rd September, 1962 from Shri A. Prakash, Commissioner, 

Panchayati Raj, Ministry of Community Developement, Panchayati Raj and Cooperation 

to Development Commissioners!Development Secretaries of all States and Union Terri¬ 
tories. 

As you are aware, a Study Team under the Chairmanship of Shri K. Santhanam, Mem¬ 
ber of Parliament, has been appointed by this Ministry for making a comprehensive study 
of the resources and financed of Panchayati Raj institutions. A copy of the Government 
Resolution setting up the Study Team which contains details about the personnel and its 
terms of reference is enclosed for ready reference. 

2. The Study Team at its first meeting held on the 1st September, 1962, felt that as the 
statutory provisions relating to the working of the Panchayati Raj institutions etc. vary from 
State to State, it is not desirable to issue a regular questionnaire for eliciting the required 
information. Instead, the Team decided to obtain information on some selected items 
which are listed in the annexure. I shall be grateful if you could kindly arrange for 7 copies 
of a comprehensive memoranda on all these points to be sent to the Secretary of the Study 
Team by the 30th September, 1962. 

3. During the course of its work, the Team also intends to visit your State for about 
10 days and have discussions with the Ministers, yourself, officials and non-officials concerned. 
While in your State, the Team would like to visit two Zilla Parishads—one having the largest 
resources and the other with smallest resources, in your State. In each of these districts, 
the team also wants to visit two Panchayat Samitis, and in each Samiti two village Pan- 
chayats selected in a similar basis. I shall be grateful if you will kindly arrange to select 
suitable Zilla Parishads, Panchayat Samitis and Village Panchayats for this purpose and if 
you could inform the Secretary of the Study Team of the names of the Presidents and Exe¬ 
cutive Officials of these institutions. 

4. However, before the visits are actually made, it would be advantageous if certain 
background material relating to the functioning of these Panchayati Raj bodies could be 
made available to the Team. I am enclosing herewith letters from the Ministry to these 
selected Panchayati Raj institutions requesting them to supply the necessary information on 
some aspects. We shall be grateful if you could kindly arrange to forward them to the Pan¬ 
chayati Raj bodies concerned with the request that their replies may be sent to the Secretary 
of the Team direct at an early date. Subsequently, if any additional information is required, 
the Team intends to call for it from these Panchayati Raj bodies. I shall, therefore, be grate¬ 
ful if you oould kindly confirm that your State Government have no objection to the Study 
Team carrying on direct correspondence with these Panchayati Raj bodies. 

5. The Team is to submit its report by the end of July 1963, and it consists of two 
Members of Parliament and one Member of the Mysore Legislative Assembly. We shall be 
grateful if you could kindly indicate the dates that would be suitable to your State Govern¬ 
ment for the Study Team’s visit to your State. While choosing the dates, you may kindly 
see whether it is possible to time the visit when the Parliament it is not likely to be in session. 
Along with the suggested dates, a tentative programme may also be sent to the Secretary 
of the Team for the consideration of the Chairman and the members. 

6. May 1 also request you to arrange for the following material being sent to the Secre¬ 
tary of the Study Team: 

(а) 7 copies of the Panchayati Raj Act now is force in your State. 

(б) 7 copies of the rules governing development taxes and grants. 

(c) 7 copies of any other reports or notes and statistical information relevant to the 
terms of reference of the Study Team. 

{d) A list of the public bodies and institutions, including association of Panchayati 
Raj bodies at the district and State levels which may be interested in the Team’s 
work and whose views and evidence could be taken by the Team. 

With kind regards. 
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ANNEXURE 


I. Obligatory grants and subventions to be made to the Panchayati Raj institutions 
from the Consolidated Fund of the State; whether they are general or specific; the manner 
of their distribution among the different tiers of Panchyati Raj institutions and conditions, 
if any, attached to them. 

(1) Obligatory share, if any, of any particular sources of revenues of the State Govern¬ 
ment. handed over to the Panchayati Raj institutions; how they are distributed 
between them and conditions, if any, attached to such distribution. 

(2) Resources of the State which may be shared with the Panchayati Raj institutions 
and whether they are actually shared or proposed to be shared; the manner and 
conditions of such sharing; details regarding their distribution etc. may be given. 

(3) Discretionary grants by the State Government to the Panchayati Raj institutions; 
extent of such grants made for 1961-62 and budget provision 1962-63 and their 
distribution. 

(4) Loans made or proposed to be made to the Panchayati Raj institutions, their 
amounts, terms, purpose and conditions attached to them. 

II. Sources of revenue including taxation and other income transferred by law to the 
district Parishads; whether any of these sources has been availed of by the district Parishads 
and to what extent; if any, of these sources has not been availed of, partly or wholly, 
reasons for the same. 

III. Sources of revenue and other income of Panchayat Samitis; 

(1) transferred direct from the State Government; 

(2) transferred from district bodies; 

(3) under their own powers of taxation etc.; and 

(4) income from other sources. 

IV. Sources of revenue and other income of Village Panchayats: 

(1) transferred direct from the State Government; 

(2) transferred direct from the District bodies; 

(3) transferred from Panchayat Samitis; 

(4) under their own powers of taxation, etc. and 

(5) other sources. 

V. (1) Obligatory functions of a District Parishad, of a Panchayat Samiti and of a 
Village Panchayat and the approximate percentage of revenue of each; which will 
enable it to discharge such obligatory functions. 

(2) Discretionary functions of the various institutions; the extent to which their 
present finances enable them to perform such functions. 

VI. Is the present allocation of resources and finances to the Panchayati Raj institutions 
considered satisfactory or does it require any change or readjustment? If the latter, what 
are the State Government’s suggestions? 

VII. What is the total amount provided for by the State Government in their budget 
of 1962-63 for transfer to the Panchayati Raj institutions by way of share of taxes, grants and 
loans? Please give as much detail as available. 

VIII. (1) Please send a consolidated statement, if available of accounts of each of the tiers 

of the Panchayati Raj institutions in the State for the latest year for which 
full information is available, showing in detail the income and expenditure 
on both revenue and capital. What is the nature of supervision exercised 
by the State Government oyer the expenditure of each tier of Panchayati Raj 
institutions? 

(2) Sample reports and budgets of two or three District bodies, Panchayat 
Samitis and Panchayats. 

IX. The present extent of general and special reserve funds, if any, of district bodies, 
Panchayat Samitis and Panchayats; the purpose of these reserve funds and the extent to 
which these funds have been invested outside. 

X. Inducements, if any, provided to Panchayati Raj institutions to tap fresh resources 
in their local areas. 
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XI. Measures, if any, adopted by these institutions to attract local donations and contri¬ 
butions. 


NOTE: 


District Parishads include 


Panchayat Samitis include 


f Zilla Parishads 
I Mohkuma Parishads 
\ District Panchayats 
I Zilla Panchayats 
(_ District Development Councils. 

'Anchalik Panchayats 
Taluka Panchayats 
Block Panchayat Boards 
Janapada Panchayats 
J Panchayat Union Councils 
Taluk Development Boards 
Kshetra Samitis 
Anchal Panchayats 
Block Panchayat Samitis 
-Tahsil Panchayats 


Panchayats include 


f Gram Panchayats 
J Gaon Panchayats 
] Nagar Panchayats 
Village/Town Panchayats. 


2. Letter No. 16/10/62-Panc/i, dated the 5th September , 1962 from Shri C. Srinivasa Sastry, 
Deputy Commissioner, Panchayati Raj, Ministry of Community Development, Pan - 
chayati Raj and Cooperation to Presidents of selected Zila Parishads. 

A Team has been set up by the Government of India, Ministry of Community Develop¬ 
ment, Panchayati Raj and Cooperation, to study the finances of the Panchayati Raj 
institutions in the country. A copy of the Government Resolution containing the terms of 
reference of the Study Team, is enclosed for your information. 

2. In order to undertake a comprehensive study of the various problems, the Team 
intends to visit your District in the near future. However, before the visit is 
actually made, it would be advantageous if certain background material relating 
to your Parishad could be made available to the Team. The points on which in¬ 
formation is required are listed in the annexure. I am, therefore, to request you to be good 
enough to furnish the material and also even copies of a memorandum on the points listed 
in the annexure to the Secretary of the Study Team, at an early date. 


List of points on which information is required by the Study Team from Zilla Parishads 

(1) 7 copies of your latest budget estimates as approved by the State Government. 

(2) Financial relations between you and the lower tiers of the Panchayati Raj, i.e. Pan¬ 
chayat Samiti, etc. 

(3) Procedure for scrutinising and approving the budget estimate of Panchayat Samitis 
under your Parishad; whether it is done by the whole Parishad or by a Standing 
Committee; if the latter, what is the composition and powers of this Committee; 
have there been any difficulties in scrutiny and approval of these budgets in the 
allotted time. 

(4) Whether your District Parishad has to distribute any grants or subventions made 
by the State Government or by All India Boards and Institutions; if so, what are the 
principles on which such distribution is made? 

(5) Has your Parishad any power of taxation; if it has, what are those taxes? 

(6) Has the Parishad actually levied any taxes; if so, what are their details? 

(7) Do the Panchayat Samitis submit a Statement of their audited accounts annually to 
your Parishads; if so, when; what action does your Parishad taken on them? 

(8) Does your Parishad prepare annually a consolidated statement of revenue and ex¬ 
penditure of all Panchayat Samitis under its jurisdiction? If so, 7 copies of the latest 
statement may be sent. 
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<9) Do you find the existing laws, rules, and procedures governing your financial relations 
with the State Government on the one hand and with the Samitis and Panchayats 
under your jurisdiction on the other satisfactory; have you any suggestions to simplify 
or improve them? 

Note. —Seven copies of the material, and seven copies of a memorandum on the points 
listed above, may be sent direct to Secretary, Study Team, Panchayati Raj 
Finances, Ministry of Community Development, Panchayati Raj & Cooperation, 
Krishi Bhavan, New Delhi-1, as early as possible. 


3. Letter No. 16/1 0/62-Panch dated the 5th September, 1962 from Shri C. Srinivasa Sastry, 
Deputy Commissioner, Panchayati Raj, Ministry of Community Development, Panchayati 
Raj and Co-operation to Presidents of selected Panchayat Samitis. 

A Team has been set up by the Government of India, Ministry of Community Develop¬ 
ment, Panchayati Raj and Cooperation, to study the finances of the Panchayati Raj insti¬ 
tutions in the country. A copy of the Government Resolution containing the terms of re¬ 
ference of the Study Team, is enclosed for your information. 

2. In order to undertake a comprehensive study of the various problems, the Team in¬ 
tends to visit your Panchayat Samiti in the near future. However, before the visit is actually 
made, it would be advantageous if certain background material relating to your Panchayat 
Samiti could be made available to the Team. The points on which information is required 
are listed in the annexure. I am, therefore, to request you to be good enough to furnish the 
material and also seven copies of a memorandum on the points listed in the annexure to the 
Secretary of the Study Team, at an early date. 


List of points on which information is required by the Study Team from Panchayat Samitis 

(1) 7 copies of your latest budget estimates as approved by the Zila Parishad. Describe 
the procedure of framing the Samiti budget estimates and having them approved; 
were the last budget estimates approved unanimously or by a majority; have you found 
any difficulty in getting your budget estimates approved in time by the Zila Parishad ? 

<2) Financial relations between your Samiti and the Zila Parishads on the one hand and 
your Samiti and the Village Panchayats under it on the other. 

<3) Procedure for scrutinising and approving the budget estimates of Village Panchayats; 
is it done by the whole Samiti or by a Standing Committee; if the latter, please give 
the composition and powers of this Committee have there been any difficulties in 
scrutinising and approving them within the allotted time? 

<4) Whether your Panchayat Samiti has to distribute to the Village Panchayats in your 
jurisdiction any grants or a subventions received from the State Government or the 
District Parishad; if so, what are the principles upon which the distribution is made? 

(5) What are the powers of taxation vested in your Samiti; to what extent have they been 
exercised; please give details of any taxes levied? 

(6) Do Village Panchayats submit to you statements of their audited accounts annually; 

if so, when; what action does your Samiti take on such statements? 

(7) Does your Samiti prepare a consolidated statement of receipts and expenditure accounts 

of the Village Panchayats under your jurisdiction; if so, please send 7 copies of the 
latest consolidated statement? 

(8) Do you find existing laws, rules and procedures governing your financial relations with 
your Parishad and the State Government on one hand and the Village Panchayats 
under your jurisdiction on the other as satisfactory; have you got any suggestion to 
simplify or improve them? Please state them as briefly and as precisely as possible. 

(9) Do you find the existing financial arrangement adequate for the proper discharge of 
your functions; if not, what are your suggestions for improving them; are your re¬ 
sources sufficient to meet the needs and requirements of your Block; if not, what steps 
would you suggest to augment these resources? 

(10) Do you account the assistance received by you for development works and for main¬ 
tenance works separately; what are the principles for distribution of the available 
resources between them? 
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(11) Have you raised any contribution during the last three years for the public for executing- 
fa) Zilla Parishad works; 

(6) Your own works. 

Give details of such contribution in cash, materials and labour 

Note. —Seven copies of the material, and seven copies of a memorandum on the points 
listed above, may be sent direct to Secretary, Study Team, Panchayati Raj 
Finances, Ministry of Community Development, Panchayati Raj & Coopera¬ 
tion Krishi Bhavan New Delhi-1, as early as possible. 

4. Letter No. 16/10/62—Panch, dated the 5th September 1962 from Shri C. Srinivasa 
Sastry, Deputy Commissioner, Panchayati Raj, Ministry of Community Development , 
Panchayati Raj & Cooperation to Sarpanchas of selected Panchayats. 

A Team has been set up by the Government of India, Ministry of Community Develop¬ 
ment, Panchayati Raj and Cooperation, to study the finances of the Panchayati Raj insti¬ 
tutions in the country. A copy of the Government Resolution containing the terms of re¬ 
ference of the Study Team, is enclosed for your information. 

2. In order to undertake a comprehensive study of the various problems, the Team 
intends to visit your Panchayat in the near future. However, before the visit is actually 
made, it would be advantageous if certain background material relating to your Panchayat 
could be made available to the Team. The points on which information is required are 
listed in the annexure. I am, therefore, to request you to be good enough to furnish the 
material and also seven copies of a memorandum on the points listed in the annexure to 
the Secretary of the Study Team, at an early date. 


List of Points on which Information is required by the Study Team from Panchayats 

(1) 7 copies of your latest budget estimates; are they approved by the GramSabhas; if 
so, please state the procedure for obtaining its approval; has your budget also to 
be approved by your Panchayat Samiti; if so, please state if there has been any diffi¬ 
culty in getting the budget scrutinised and approved within the prescribed time. Was- 
the last budget passed unanimously or by a majority? 

(2) Please describe the financial relations between you and the Panchayat Samiti. Is. 
your Panchayat getting reasonable share of the funds distributed by the Samiti? 

(3) What powers, if any, of taxation—obligatory and optional—have been given to your 
Panchayat; to what extent have they been exercised has the Panchayat Samiti or the 
State Government objected to or modified any taxation measures approved by* 
your Panchayat? 

(4) Do you find the present financial arrangement adequate for the proper discharge of 
your functions; if not, what are your suggestions for improving them? 

(5) Have you raised any local contributions for— 

(a) works of the Zilla Parishad; 

(b) works of the Panchayat Samiti; 

(c) your own works. 

Note.—S even copies of the material, and seven copies of a memorandum on the points 
listed above, may be sent direct to Secretary, Study Team, Panchayati Raj Finances* 
Ministry of Community Development, Panchayati Raj & Cooperation, Krishi 
Bhavan, New Delhi-1, as early as possible. 



ANNEXURE II 


(See Paragraph 1-4) 

Demi-Official letter No. CH/STPRF/ 5/62-63, dated the 4th September, 1962, from Shri K. 
Santhanam, M.P., Chairman, Study Team, Panchayati Raj Finances, Krishi Bhavan, New 
Delhi to all members of Parliament's Informal Consultative Committee of the Ministry of 
Community Development, Panchayati Raj & Cooperation. 

You are aware that this team has been set up to study the resources and finances of the 
Panchayati Raj institutions. I am enclosing herewith a copy of the resolution setting out 
the terms of reference. 

2. The Team held its first meeting on 1st September, 1962. It decided not to frame a 
formal questionnaire as the problems are different from State to State and the issues have 
to be studied at four different levels namely. State, District, Panchayat 1 Samiti and Village 
Panchayat. It has, therefore, decided to send letters to the authorities of the various levels 
for memoranda relating to the matters concerning them. 

3. I wish to request you to send your views regarding any issues relevant to our terms of 
reference. If you should like to meet the Team personally, I shall be glad to make the neces¬ 
sary arrangements. 
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ANNEXURE III 

(,See paragraph 1.5) 

List of Panchayati Raj Institutions Visited by the Study Team. 


Institutions visited 


SI. 

No. 

State 

Period of visit 

t - 

Zilla Parishad 

Panchayat 

Samiti 

Panchayat 

0) 

(2) 

(3) 

(4) 

(5) 

(6) 

1 

Andhra Pradesh 

9th to 15th 
Oct. 1962. 

Khammam 

West Godavari 

Ganapavaram 

Kallur 

Kothagudem 

Koyyalagu- 

dem 

Baithapalli 

Ganapavaram 

Gangole 

Jallurpad 

Jangareddige- 

dem 

Lankapalli 

Palwancha 

Pippara 

2 

Rajasthan 

14th to 20th 
Dec. 1962. 

Jodhpur 

Pali 

Udaipur 

Desuri 

Rajasmand 

Desuri 

Gundoj 

Palasani 

Sanwad 

Savina 

Sumerpur 

Takhatgarh 

3 

Mysore 

3rd to 10th 
Jan. 1963. 

Bellary 

North-Kanara 

i!Jj _ 

Ankola 

Haliyal 

Sandur 

Siddapur 

Siruguppa 

Amadalli 

Avarsa 

Desanur 

Havagi 

Kansur 

Kudathini 

Tergaon 

Torangallur 

Sandur 

Sampakhand 

Sirigeri 

4 

Madras 

1st to 8th 
Feb. 1963. 

Thanjavur 

Ammapet 

Mandapam 

Vedaranyam 

Watrap 

Ammapet 

Melakkalakkudi 

Nochiyurani 

Rameswaram 

5 

Punjab 

1st to 7th 
March 1963. 

Kangra 

Ludhiana 

Jagraon 

Dasuya 

Kharar 

Mangat 

Pathankot 

Pragpur 

Samrala 

Aligarh 

Bhoranj 

Chhoule 

Kaonke-kalan 

Sahabana 

6 

Uttar Pradesh 

14th to 19th 
April 1963. 

Banda 

Meerut 

Barokhar 

Khurd 

Loni 

Man 

Meerut 

Arthala 

Barokhar Khurd 
Bhouri 

Budhera Zahid- 
pur 

Loni 

7 

Maharashtra 

26th April to 
1st May 

1963. 

Poona 

Wardha 

Haveli 

Wardha 

Dehu 

Paunar 

Talegaon 

Talatule 

8 

West Bengal 

22nd to 25th 
May 1963 



Baikunthpur 

Habibpur 

Sainthia 
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(1) 

(2) 

1 (3) 

(4) 

(5) 

(6) 

9 

Orissa 

26th to 31st 
May 1963. 

Cuttack 

Phulbani 

Khazuripada 

Narasingpur 

Kanpur 

Khazuripada 

Nizgarh 

10 

Kerala 

10th to 12th 
June 1963. 

— 

— 

Nemon 

Varkala 

11 

Bihar 

12th to 14th 
June 1963. 

Monghyr 


Chero-Kharuara 

Eighu 

Kaithma 

Maner-telpa 

12 

Madhya 

Pradesh* 

29th June to 
2nd July 1963. 

Tikamgarh 

Chattarpur 

Sagar 

Vidhisha 



13 

Delhi 

19th July 

1963. 


Najafgarh 



*Representatives of Panchayats in the four districts were assembled at the district head¬ 
quarters to meet the Study Team. 


ANNEXURE IV 
( See paragraph 4.5) 

List of taxes leviable by different tiers of Panchayati Raj under the Acts of the States 

1. House-tax 

2. Profession tax 

3. Duty on transfer of property 

4. Vehicle tax 

5. Tax on agricultural land 

6. Pilgrim tax 

7. Tax on fairs, festivals and entertainments 

8. Sanitary tax 

9. Drainage tax 

10. Lighting tax 

11. Tax on ferries 

12. Terminal tax 

13. Water tax 

14. Pure food tax 

15. Timber tax 

16. Oil Engine tax 

17. Tax on cattle fairs 

18. Tax on animals brought for sale 

19. Tax for safety from fire 

20. Octroi 

21. Kollagarum, (A tax on sale of produce in the village by weight, measurement or 
number) 

22. Land cess 

23. Surcharge on seigniorage fees 

24. Tax on property and circumstances 

25. Tax on commercial crops 

26. Tax on fisheries 

27. Tax on cultivable land lying fallow 

28. Labour tax 

29. Surcharge on land cess 

30. Surcharge on amusement and entertainment tax 
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ANNEXURE V 


(See paragraph 4.15) 

List offees leviable by different tiers of Panchayati Raj under the Acts of the States. 

1. Fees under cattle trespass Act (Cattle pounds) 

2. Fees for the use of Porombokes 

3. Fees for commercial crops bought and sold in the village 

4. Fees for the Occupation of buildings under the charge of Panchayats 

5. Fees for the registration of animals brought for sale 

6. Fees on goods exposed for sale in markets' 

7. Fees on cart stands 

8. Fees on bus stands 

9. Fees for grazing cattle in Panchayat lands 

10. Fees on minor hats and private hats 

11. Fees for the collection of hides and skins 

12. Licence fees for starting tea stalls, restaurants etc. 

13. Fees for application for construction of buildings 

14. Fees for the use of slaughter houses 

15. Licence fees on brokers, commission agents etc. 

16. Fees for major hats 

17. Fees for registration of vehicles 

18. Fees for cases instituted before Nyaya Panchayats 

19. Licence fees from owners of trade declared as dangerous and offensive 

20. Fees for the issue of licences and permission for establishment of factories 

21. Licence fees from owners of theatres 

22. Fees for providing sanitary arrangements at places of worship and pilgrimage 

23. Tolls on new bridges 

24. Fees for the erection of temporary construction in public places 

25. Fees for the occupation of village sites 

26. Fees for cleaning cess pool 
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ANNEXURE VI 
(See paragraph 4.19) 

Provision in the Acts for Vesting of Property in Panchayats 


s. 

No. 

Item 

Statutory 

Discretionary 

0) 

(2) 

(3) 

(4) 

1 

Porombokes 

Andhra Pradesh, Bihar, 
Madras, Rajasthan. 

Gujarat, Madhya Pradesh,. 
Maharashtra, Mysore, 
Punjab. 

2 

Roads 

Andhra Pradesh, Assam, 
Bihar, Jammu & 

Kashmir, Kerala, Madras, 
Orissa, Punjab, Raja¬ 
sthan, Uttar Pradesh, 
West Bengal. 

Gujarat, Madhya Pradesh,. 
Maharashtra, Mysore. 

3 

Bridges and culverts 

Assam, Kerala, Madras, 
Orissa, West Bengal. 

Gujarat, Madhya Pradesh, 
Maharashtra. 

4 

Tanks, Wells, reservoirs 

Andhra Pradesh, Bihar, 
Jammu & Kashmir, 
Madras, Rajasthan, 

West Bengal. 

Gujarat, Madhya Pradesh,. 
Maharashtra, Mysore. 

5 

Water ways 

Andhra Pradesh, Assam, 
Bihar, Jammu & 

Kashmir, Kerala, 

Madras, Orissa, Punjab, 
Uttar Pradesh, West 
Bengal. 

Gujarat, Maharashtra. 

6 

Minor irrigation sources 


Andhra Pradesh, Madras,. 
Orissa, Punjab. 

7 

Grazing lands .. 

Andhra Pradesh, Madras, 
Rajasthan. 

Gujarat, Madhya Pradesh, 
Maharashtra. 

8 

Unreserved forests 

Jammu & Kashmir, 

Madras. 

Andhra Pradesh, Orissa,. 
Punjab. 

9 

Trees on public land 

Jammu & Kashmir, 

Rajasthan. 

Gujarat, Madhya Pradesh,. 
Maharashtra, Mysore. 

10 

Village refuse, rubbish 
and cleaning. 

Andhra Pradesh, Jammu 
& Kashmir, Kerala, 

Madras, Rajasthan, West 
Bengal. 

11 

Buildings and rest houses 

Bihar, Rajasthan, Orissa, 


12 

Slaughter houses 

Jammu & Kashmir. 


13 

Lamps and lamp posts 

Jammu & Kashmir, 

Rajasthan, West Bengal. 


14 

Ferries 

Andhra Pradesh. 


15 

Communal property 

Andhra Pradesh, Jammu & 
Kashmir, Kerala, Madras, 
Orissa, Rajasthan, Uttar 
Pradesh. 



Note: —The listing has been done on the basis of specific mention in the Acts, for the 
vesting of property in the Panchayats. 
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ANNEXURE VII 


(See Paragraph 10.17) 

1. Nomenclature of Panchayati Raj Institutions 


s. 

Nd. 

State 

Panchayat 

Panchayat Samiti 

Zila Parishad 

'(1) 

(2) 

(3) 

(4) 

(5) 

1 

Andhra Pradesh 

Panchayat 

Panchayat Samiti 

Zila Parishad 

2 

Assam 

Gaon Panchayat 

Anchalik Pancha¬ 
yat 

Mohkuma 

Parishad 

3 

Bihar 

Gram Panchayat 

Panchayat Samiti 

Zila Parishad 

4 

Gujarat 

Gaon Panchayat 

Taluka Panchayat 

Zila Panchayat 

5 

Jammu & Kashmir .. 

Panchayat 

— 

— 

6 

Kerala 

Panchayat 

— 

— 

7 

Madhya Pradesh 

Gram Panchayat 

Janapada 

Panchayat 

Zila Panchayat 

8 

Madras 

Panchayat 

Panchayat Union 
council 

District Develop¬ 
ment Council 

9 

Maharashtra 

Panchayat 

Panchayat Samiti 

Zila Parishad 

10 

Mysore 

Panchayat 

Taluk Board 

District Develop¬ 
ment Council 

11 

Orissa 

Gram Panchayat 

Panchayat Samiti 

Zila Parishad 

12 

Punjab 

Gram Panchayat 

Panchayat Samiti 

Zila Parishad 

13 

Rajasthan 

Panchayat 

Panchayat Samiti 

Zila Parishad 

14 

Uttar Pradesh 

Gaon Panchayat 

Kshetra Samiti 

Zila Parishad 

15 

West Bengal .. 

Gram Panchayat 

Anchalik 

Pari shad 

Zila Parishad 


2. Designation of the Presiding Member of the Panchayati Raj Institutions 


S. 

No. 

State 

Panchayat 

Panchayat Samiti 

Zila Parishad 

(1) 

(2) 

(3) 

(4) 

(5) 

1 

Andhra Pradesh 

Sarpanch 

President 

Chairman 

2 

Assam 

President 

President 

President 

3 

Bihar 

Mukhya 

Pramukh 

Adhyaksha 

4 

Gujarat 

Sarpanch/ 

President 

President 



Chairman 



5 

Jammu & Kashmir 

Sarpanch 

— 

— 

6 

Kerala 

President 

— 

— 

7 

Madhya Pradesh 

Sarpanch 

President 

Chairman 

8 

Madras 

President 

Chairman 

Chairman 

9 

Maharashtra 

Sarpanch 

Chairman 

President 

10 

Mysore 

Chairman 

President 

President 

11 

Orissa 

Sarpanch 

Chairman 

Chairman 

12 

Punjab 

Sarpanch 

Chairman 

Chairman 

13 

Rajasthan 

Sarpanch 

Pradhan 

Pramukh 

14 

Uttar Pradesh 

Pradhan 

Pramukh 

Adhyaksha 

15 

West Bengal .. 

Adhyaksha 

President 

Chairman 
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ANNEXURE VIII 


(,See paragraph 10.19) 

Grants and Loans given by States to Panchayati Raj Institutions 


(Rupees in lakhs)' 


State 


1961-62 

1962-63 


1963-64 


Grants 

Loans 

Total 

Grants 

Loans 

Total 

Grants 

Loans 

Total 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

1. Andhra 

Pradesh. 

1,963 

(6-58) 

88 

2,051 

2,491 

(8-38) 

308 

2,799 

26,73 
(9 - 00) 

295 

2,96& 

2. Assam 

100 

(0-91) 

3 

103 

106 

(0-97) 

— 

106 

124 

(M3) 

5 

129- 

3. Bihar 

(■•) 

2 

' — 

2 

(■•) 

2 

— 

2 

6 

(0-01) 

— 

6> 

4. Gujarat 

5. Jammu & 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA. 

Kashmir. 

— 

— 

_ -flS 

ja - 

— 

— 

— 

— 

— 

6. Kerala 

37 

(0-26) 

6 

43 

itKSiS 

41 

(0-29 

6 

47 

42 

(0-29) 

4' 

46 

7. Madhya 
Pradesh. 

78 

(0-28) 

— 

78 

66 

(0-24) 

2 

68 

42 

(0-15) 

i 

43 

8. Madras 

1,890 

(7-65) 

42 

1,932 

2,819 

(11-41) 

50 

2,869 

2,942 

(11-91) 

45 

2,987 

9. Maharashtra 

176 

(0-62) 

145 

321 

3.734 

(13-15) 

191 

3,925 

4,115 

(14-49) 

186 

4,301 

10. Mysore 

514 

(2-81) 

67 

581 

559 

(3 05) 

68 

627 

540 

(2-95) 

79 

619- 

11. Orissa 

417 

(2-54) 

16 

433 

865 

(5-26) 

36 

901 

802 

(4-88) 

64 

866 

12. Punjab 

126 

(0-78) 

9 

135 

167 
(1 -03) 

6 

173 

185 

d-14) 

184 

369- 

13. Rajasthan 

744 

(4-41) 

232 

976 

746 

(4-42) 

249 

995 

834 

(4-94) 

203 

1,037 

14. Uttar Pradesh 

1,636 

(2-55) 

3 

1,639 

1,773 

(2-76) 

3 

1,776 

1,569 

(2-44) 

5 

1,574 

15. West Bengal.. 

22 

(0-08) 


22 

30 

(0-11) 


30 

20 

(0 08) 


20 


Note: —1. The figures are based on the information supplied by the State Governments to the; 
Study Team. 

2. Figures in brackets relate to per capita grants. 
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ANNEXURE Vni— Contd. 

Grants and Loans given by States to Panchayats 


(Rupees in lakhs) 


State 

1 

961-62 


1962-63 


1963-64 

Grants 

Loans 

Total 

Grants 

Loans 

Total 

Grants 

Loans 

Total 

0) 

(?) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

1. Andhra 

Pradesh. 

180 
(0 -61) 

— 

180 

205 
(0 -89) 

— 

205 

182 

(0-61) 

— 

182 

2. Assam 

98 
(0 -89) 

3 

101 

104 
(0 -95) 

— 

104 

124 
(1 13) 

5 

129 

3. Bihar 

2 

(••) 

— 

2 

2 

(••) 

— 

2 

6 

(0 01) 

— 

6 

4. Gujarat 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

5. Jammu & 
Kashmir. 

— 



— 

— 

— 

— 

— 

— 

■6. Kerala 

37 

(0 -26) 

6 

43 

41 

(0 -29) 

6 

47 

42 
(0 29) 

4 

46 

7. Madhya 
Pradesh. 

48 
(0 17) 


48 

44 

(0 16) 

2 

46 

42 
(0 15) 

1 

43 

8. Madras 

605 
(2 -45) 

42* 

647 

884 
(3 -58) 

50* 

934 

941 
(3 81) 

45* 

986 

■9. Maharashtra 

176 

(0-62) 

145 

321 

285 

n oo) 

— 

285 

292 
(1 03) 

— 

292 

10. Mysore 

140 
(0 -76) 

4 

144 

148 

(0-81) 

12 

160 

142 
(0 -78) 

10 

152 

11. Orissa 

7 

(0 04) 

— 

7 

22 
(0 13) 

5 

27 

16 

(0-10) 

16 

32 

32. Punjab 

67 

(0-41) 

9 

76 

24 

(0-15) 

6 

30 

29 

(0-18) 

-- 

29 

13. Rajasthan .. 

36 

(0 -21) 

— 

36 

36 

(0 21) 

— 

36 

36 

(0 -21) 

— 

36 

14. Uttar Pradesh 

210 
(0 -33) 

3 

213 

249 
(0 -39) 

3 

252 

119 

(0-19) 

5 

124 

15. West Bengal., 

22 

(0 08) 


22 

30 

(Oil) 


30 

20 

(0 08) 


20 


Note:—* 1. Includes loans given toPanchayat Union Councils. Break up between panchayats 
and panchayat union council is not available. 


2. Figures in brackets relate to per capita grants. 
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ANNEXURE Vm-Contd. 


Grants and Loans given by State to Panchayat Samith 

(Rupees in Jakhs) 


State 

1! 

161-62 


1 

962-63 


1963-64 


Grants 

Loans 

Total 

Grants 

Loans 

Total 

Grants 

Loans 

Total 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

1. Andhra 
Pradesh. 

1,170 
(3 -94) 

80 

i 

1,250 

1,445 
(4 86) 

263 

1,708 

1,548 
(5 -21) 

265 

1,813 

2. Assam 

2 

(•) 

— 

2 

2 

(••) 

— 

2 

(••) 

— 

— 

3. Bihar 

— 

— 

— 

— 

— 

— 

— 

— 

— 

4. Gujarat 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

5. Jammu & 
Kashmir. 

— 

— 

— 

— 

— 

— 

— 

— 

— 

6. Kerala 

— 

— 

— 

— 

— 

— 

— 

— 

— 

7. Madhya 
Pradesh. 

30 

(0-11) 

— 

30 

22 

(0 08) 

— 

22 

— 

— 

— 

8. Madras 

1,285 
(5 -20) 

_* 

1,285 

1,935 

(7-84) 

_* 

1,935 

2,001 
(8 -10) 

_* 

2,001 

9. Maharashtra 

— 

— 

Pi A Jji'j 

436 
(1 '54) 

— 

436 

343 
(1 -21) 

— 

343 

10. Mysore 

372 
(2 -03) 

63 

435 

409 

(2-23) 

56 

465 

396 
(2 16) 

69 

465 

11. Orissa 

260 
0 -58) 

16 

W 

446 

(2-71) 

30 

476 

368 
(2 -24) 

46 

414 

12. Punjab 

59 

(0-36) 

— 

59 

133 
(0 -82) 

— 

133 

138 

(0-85) 

172 

310 

13. Rajasthan .. 

703 

(417) 

232 

935 

705 
(4 18) 

249 

954 

793 
(4 -70) 

203 

996 

14. Uttar Pradesh 

68 

(Oil) 

— 

68 

-143 
(0 -22) 

— 

143 

15 

(0 02) 

— 

15 

15. West Bengal.. 

- 

— 

— 

— 

— 

— 

— 

— 

— 


Note:—*1. Included in the information for panchayats. 

2. Figures in brackets relate to per capita grants. 
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ANNEXURE VJI1—Concld. 

Grants and Loans given by States to Zila Parishad 


(Rupees in lakhs) 


State 

1961-62 


1962-63 


1963-64 


Grants 

Loans 

Total 

Grants 

Loans 

Total 

Grants 

Loans 

Total 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

1. Andhra 

Pradesh. .. 

613 
(2 06) 

! 

8 

621 

841 
(2 -83) 

45 

886 

943 
(3 17) 

30 

973 

2. Assam 

— 


— 

— 

— 

— 

— 


— 

3. Bihar 

— 

— 

— 

— 

— 

— 

— 

— 

— 

4. Gujarat 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

5. Jammu & 
Kashmir. 

— 

— 


— 

— 

— 

— 

— 

— 

6. Kerala 

7. Madhva 

— 




— 


— 

— 

— 

Pradesh. .. 

— 

— 




— 

— 


— 

8. Madras 

— 

— 

— 

— 


— 



— 

9. Maharashtra 

— 

— 


3,013 
(10 61) 

191* 

3,204 

3,480 

(12-26) 

186* 

3,666 

10. Mysore 

2 

(.5 


2 

2 

(,-) 

' 

2 

2 

(••) 


2 

11. Orissa 

150 

(0-91) 

— 

150 

397 

(2-41) 

1 

398 

418 

(2-54) 

2 

420 

12. Punjab 

! — 

— 

i 

10 

(0 -06) 

— 

10 

18 

(0-11) 

12 

30 

13. Rajasthan .. 

5 

(0 -03) 

— 

5 

5 

(0 -03) 

— 

. 5 

5 

(0 -03) 

— 

5 

14. Uttar Pradesh 

1,358 
(2 11) 

— 

1,358 

1,381 

(2-15) 

— 

1,381 

1,435 
(2 -23) 

— 

1,435 

15. West Bengal 

— 

— 

— 

— 

— 


— 


|_I 


Note: —*1. This includes loans given to lower tiers. 


2. Figures in brackets relate to per capita grants. 


L5CD & C/63 (Part I)—5,000—23-8-63—G1PF. 








